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ing. 

SUMMARY:  The  Secretary  of  Housing 
and  Urban  Development  proposes  new 
requirements  covering  the  sale  and  serv¬ 
icing  of  flood  insurance  under  the  Na¬ 
tional  Flood  Insurance  Program.  Hie 
proposed  regulations  would  set  forth  the 
authority  and  responsibilities  of  the  Sec¬ 
retary  as  well  as  the  duties  and  obliga¬ 
tions  of  insurers,  agents  and  various  other 
members  of  the  industry  who  assist  in 
carrying  out  the  program  imder  contract 
with  HUD.  Moreover,  the  proposed  regu¬ 
lations  would  assure  that  the  Industry 
maintains  a  fiscally-sound  insurance 
system  that  is  responsive  to  the  insureds’ 
needs  and  at  the  same  time  imposes  mini¬ 
mum  costs  upon  the  taxpayer. 

COMMENTS:  July  7,  1977. 

ADDRESS:  *C(Hnments  should  be  ad¬ 
dressed  to  the  Rules  Docket  CleilE,  Room 
5218,  Department  of  Housing  and  Urban 
Development,  451  7th  Street,  SW.,  Wash¬ 
ington,  D.C.  20410. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

J.  Robert  Hunter,  Acting  Federal  In¬ 
surance  Administrator,  Department  of 
Housing  and  Urban  Development,  451 
7th  Street  SW.,  Washington,  D.C, 
20410,  phone  number  202-755-6770. 

SUPPLEMENTARY  INFORMATION: 
On  August  30,  1976,  the  Secretary  pub¬ 
lished  a  notice  of  Proposed  Rulemaking 
in  the  above  docketed  proceeding.  A  Fi¬ 
nal  Rule  has  not  yet  been  adopted.  This 
Notice  again  proposes  various  changes  to 
Parts  1911, 1921, 1922,  and  1923,  omits  the 
change  previously  proposed  to  Part  1924, 
and  proposes  for  the  first  time  changes  to 
Parts  1908,  1912,  and  19l3.  Under  the 
National  Flood  Insurance  Act  of  1968,  as 
amended  (hereinafter  referred  to  as 
"The  Act"),  Congress  has  entrusted  the 
Secretary  with  the  broad  responsibility 
“  •  •  •  to  establish  and  carry  out  a  nation¬ 
al  flood  insurance  program"  §  1304(a>). 
Pursuant  to  this.  Congress  has  given  the 
Secretary  the  authority  to.  among  other 
things : 

(i)  Provide  specifically  for  the  general 
terms  and  conditions  of  Insurability  and 
the  nature  and  limits  of  loss  or  damage 
which  may  be  covered  by  such  insurance; 
($ 1306(a)); 

(ii)  Set  the  premiums  for  coverage; 
(SS  1307  and  1308) ; 

(iii)  Arrange  for  financing  of  the  pro¬ 
gram  (S  1309) ;  and 
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(vi)  Establish  the  method  or  meth¬ 
ods  by  which  payment  for  claims  may  be 
made  (§  1312). 

Pursuant  to  the  Act,  the  Secretary  has 
delegated  these  responsibilities  to  the 
Federal  Insurance  Administrator. 

In  addition  to  her  other  authority,  and 
in  order  to  carry  out  her  responsibilities 
under  Part  A  of  the  Act,  Sections  1331 
and  1332  authorize  the  Secretary  to  im¬ 
plement  and  carry  out  the  program  by 
encouraging  the  formation  of  and  entry 
into  agreement  with  an  association 
(hereinafter  referred  to  as  the  “Associa¬ 
tion”),  or  pool  of  insurers.  These  pro¬ 
posed  regulations  would  facilitate  the 
implementation  of  that  authority  by  pro¬ 
viding  for: 

(i)  Issuance  of  Secretarial  interpreta¬ 
tion  of  the  scope  of  coverage  under  the 
Standard  Flood  Insurance  Policy 
(SFIP) ; 

(ii)  Establishing  procedures  for  sub¬ 
contracting  by  the  Association;  and 

(iii)  Setting  forth  financial  controls 
to  be  exercised  by  the  Association  over 
the  insurance  asspects  of  the  program. 

At  a  minimum  the  objectives  to  be 
achieved  by  these  measures  are: 

(i)  To  determine  reasonable  amounts 
to  be  paid  to  the  Association  under  the 
program; 

(ii)  To  determine  flood  insurance 
premium  rates; 

(iii)  To  secure  financial  statements  of 
the  program’s  condition  and  its  opera¬ 
tions;  and 

(iv)  To  assure  that  the  Department’s 
decisions  respcmd  at  all  times  to  the  needs 
of  the  program. 

One  of  the  reasons  for  the  issuance  of 
these  regulations  is  the  large  expansion 
of  the  existing  program.  When  national 
flood  insurance  was  first  provided  in  1968, 
participation  by  communities  and  prop¬ 
erty  owners  was  voluntary.  The  Flood 
Disaster  Protection  Act  of  1973  imposed 
conditions  on  Federal  financial  assist¬ 
ance  for  acquisition  or  construction  of  a 
structiu*e  in  a  special  flood  hazard  area, 
and  on  federally  related  financial  as¬ 
sistance,  including  loans  frcmi  federally 
regulated  lenders,  secured  by  improved 
realty  within  a  flood  hazard  area.  For  ap¬ 
proval  of  such  assistance,  the  commu¬ 
nity  in  which  the  property  is  located 
must  be  participating  in  the  program, 
and  the  property  must  be  insured  imder 
the  program.  Under  this  stimulus,  the 
number  of  insiured  property  owners  has 
now  increased  to  over  one  million  and  the 
number  of  participating  communities  to 
approximately  15,000.  In  order  to  mini¬ 
mize  the  cost  burden  upon  the  partici¬ 
pants  and  taxpayers,  the  Secretary  is 
prc^>osing  more  efficient  controls  includ¬ 
ing  a  new’  system  of  competitive  bidding. 

Another  reason  for  the  issuance  of 
these  regulations  is  the  decision  in  Dreto- 
ett  V.  Aetna  Casualty  and  Surety  Com¬ 
pany  et  al.  405  F.  Supp.  877,  539  F2d.  496, 
(5th  Cir.  1976)  holding  that  State  insur¬ 
ance  regulatory  law  does  not  protect  the 
holder  of  a  Federal  insurance  policy. 
Therefore,  a  special  responsibility  is  im¬ 
posed  up<xi  the  SecretaiT  to  assure  that 
the  program  is  carried  out  in  a  manner 


which  is  fair  to  the  insurance  consumer. 
Pursuant  to  this,  these  regulations  would 
permit  the  Administrator/Secretary  to 
interpret  the  policies  whenever 
necessary. 

Under  the  proposed  regulations,  such 
interpretations  will  be  published  as  ap¬ 
pendices  to,  and  incorporated  by  refer¬ 
ence  in,  the  regulations.  The  interpreta¬ 
tive  rulings  will  be  published  in  the 
Federal  Register  in  accordance  with  5 
U.S.C.  552;  however,  they  will  not  be  sub¬ 
ject  to  5  U.S.C.  553  providing  for  public 
comment  and  publication  at  least  30  days 
before  the  effective  date. 

The  Secretary  has  determined  that  tlie 
proposed  rules  do  not  have  a  substantial 
impact  upon  the  quality  of  environment. 
A  finding  to  that  effect  is  included  in  the 
formal  docket  file  in  the  Office  of  the 
Rules  Docket  Clerk  and  is  available  for 
public  inspection  and  copying. 

Note. — It  Is  hereby  certified  that  the  eco¬ 
nomic  and  infiationary  aspects  of  this  pro¬ 
posed  rule  have  been  carefully  evaluated  in 
accordance  with  OMB  Circular  A-107  and 
E.O.  11821. 

Accordingly,  it  is  proposed  to  amend 
24  CFR,  Chapter  X  as  follows: 

1.  A  new  Part  1908  to  Subchapter  B  of 
Chapter  X  of  24  CFR — Secretary’s  Au¬ 
thority — is  added  and  new  S9  1908.1, 
1908.2,  1908.3,  1908.4,  1908.5,  and  1908.6 
are  added  under  that  new  Part  to  read 
as  follows: 

PART  1908— SECRETARY’S  AUTHORITY 

Sec. 

1908.1  Purpose  and  part. 

1908.2  Definition. 

1908.3  Services  by  insurance  industry  under 

Agreements  with  Secretary. 

1908.4  Consultation. 

1908.5  Appeal  to  the  Secretary  from  a  deter¬ 

mination  by  the  Administrator. 

Authobitt:  National  Flood  Insurance  Act 
of  1968,  as  amended,  Pub.  L.  90--448;  Flood 
Disaster  Protection  Act  of  1973,  Pub.  L.  93- 
234. 

§  1908.1  Purpose  of  part. 

The  Purpose  of  this  Part  is:  (a)  To 
affirm  the  basic  authority  of  the  Secre¬ 
tary  to  establish  and  carry  out  a  na¬ 
tional  flood  insurance  program,  including 
its  insurance  component,  pursuant  to 
section  1304  of  The  Act. 

(b)  To  provide  the  Association  with 
the  right  to  appeal  to  the  Secretary  de¬ 
terminations  of  the  Administrator  rela¬ 
tive  to  rules  and  regulations. 

§  1908.2  -  Definitions. 

The  definitions  set  forth  in  Part  1909 
of  this  subchapter  are  applicable  to  this 
Part. 

§  1908.3  Services  by  insurance  industry 
under  agreements  with  secretary. 

(a)  The  Secretary  is  charged  by  Con¬ 
gress  with  the  responsibility  of  carrying 
out  all  aspects,  Including  the  insurance 
facets,  of  the  National  Flood  Insurance 
Program. 

(b)  Pursuant  to  this  responsibility,  the 
Secretary  is  authorized  to  enter  into  an 
agreement  (hereinafter  “'nxe  Agree¬ 
ment")  with  an  Association  of  insurance 
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companies.  Under  this  agreement  the  As¬ 
sociation  renders  service  and  assistance 
to  the  Department  in  the  marketing  and 
selling  of  flood  insurance  p<^cles  and  the 
adjustment  of  claims  pursuant  to  the 
coverage  affcx^ed  under  the  Standard 
Flood  Insurance  Policy,  as  interpreted  by 
the  Administrator. 

(c)  The  Agreement  will  be  made  avail¬ 
able  to  the  public  at  the  Department  of 
Housing  and  Urban  Development  in 
Washlngt(m,  D.C. 

§  1908.4  Ck>n8iiluilion. 

(a)  Consultation  authority.  The  Ad¬ 
ministration  and  Association  shall,  as 
necessary  and  appropriate,  c(xisult  with 
each  other  cm  general  and  specific  mat¬ 
ters  affecting  the  program.  Consiiltatlons 
on  general  matters  may  be  made  either 
orally  and/or  In  writing. 

(b)  Specific  consultation.  With  regard 
to  consultation  on  the  speclflc  matters 
enumerated  below,  the  procedures  set 
forth  In  paragraph  (c)  of  this  section 
must  be  adhered  to: 

(1)  Any  regulation  or  rule  Issued  by 
the  Administrator  with  the  exception  of : 

(1)  A  clarlflcatlmi  or  interpretation  of 
the  SPn*:  or  (11)  routine  and  recurring 
rules  or  regulations; 

(2)  Any  determination  by  the  Admin¬ 
istrator  regarding  chargeable  premium 
rates  imder  Section  1308  of  The  Act; 

(3)  Any  Association  membership  re¬ 
quirement  established  by  the  Adminis¬ 
trator  under  §  1912.3(b)  of  this  sub¬ 
chapter; 

(4)  Any  notice  of  termination  of  the 
Agreement  given  by  either  party; 

(5)  Implementation  by  the  S^retary 
of  a  government  program  under  42  JJS.C. 
4071. 

(c)  Procedure  for  making  specific  con- 
sultatUmr'With  respect  to  consultations 
on  speclflc  matters  as  described  in  (b)  of 
this  section,  the  following  procedures 
shall  apply: 

(1)  The  Administrate:  shall  give  the 
Association  advance  written  notice  of  any 
such  proposed  action  not  less  than  thirty 
(30)  days  before  st^lcltatlon  of  public 
comment,  or.  If  public  comment  Is  not 
solicited,  not  less  than  thirty  (30)  days 
before  the  prc^osed  action  Is  to  take 
effect.  This  notice  shall  be  published  In 
the  Federal  Register  and  ^all  contain 
a  brief  explanation  of  the  nature  of  this 
proposed  action,  the  basis  therefor,  and 
Identification  of  who  may  be  contfu;ted 
for  further  Information  regarding  the 
proposed  action. 

(2)  The  Association  shall  give  the  Ad¬ 
ministrator  advance  wrlttoi  notice  of 
any  proposed  action  \mder  paragraph 

(b)  of  this  section  not  less  than  thirty 
(30)  days  before  the  proposed  action  Is 
to  take  effect. 

(3)  When  practical,  the  party  propos¬ 
ing  the  action  shall.  If  requested,  meet 
with  the  other  party  for  the  purpose  of 
discussing  the  proposed  acticm. 

(4)  In  the  case  of  a  Regulation  or  rule 
proposed  to  be  Issued  by  the  Administra¬ 
tor,  the  Administrator  shall  provide  a 
reasonable  (H>portunlty  to  the  Association 
to  review  and  cmnment  up<xi  the  specific 
language  of  the  proposed  Regulation  or 
rule  before  It  Is  published  as  proposed 


rulemaking,  or.  If  It  is  not  published  for 
public  comment  following  the  jvoposed 
rulemaking,  before  It  is  published  for 
effect. 

(d)  Administrator’s  authority  not  lim¬ 
ited.  Nothing  In  this  section  shall  be  con¬ 
strued  as  limiting  the  legal  authority  of 
the  Administrator  to  make  an  Interpre¬ 
tation  of  flood  Insurance  policies  Issued 
pursuant  to  The  Act. 

§  1908.3  .\ppe*l  U>  ihr  from  a 

dcAcrmination  by  tht'  AdininiMrxtor. 

(a)  Objection.  The  Associatiwi  may, 
by  certified  mall,  file  a  written  objection 
with  the  Administrator  with  respect  to 
any  proposed  rule  or  regulation  that  Is 
subject  to  the  consultation  of  this  sub¬ 
chapter. 

(b)  Action  by  the  Administrator.  The 
Administrator  shall  respond  in  writing 
by  certified  maU  to  the  objection  of  the 
Association  within  five  (5)  working  days 
after  receipt  of  the  objection. 

(c)  Appeal.  In  the  event  that  the  Ad¬ 
ministrator  overrules  the  objection,  in 
whole  or  In  part,  the  Association  may, 
by  certified  mall,  file  an  appeal  from  that 
determinatiCMi  with  the  Secretary.  The 
appeal  must  be  filed  within  five  working 
days  after  receipt  of  the  Administrator’s 
determination  by  the  Association.  At  that 
time,  the  Association  may  also  request  a 
meeting  with  the  Secretary  or  his/her 
designate  for  the  purpose  of  discussing 
the  appeal. 

(d)  Meeting.  It  shall  be  within  the  dis¬ 
cretion  of  the  Secretary  to,  within  fifteen 
(15)  days  after  receipt  of  the  appeal, 
grant  the  Association’s  request  for  a 
meeting  with  its  representatives. 

(e)  Secretary’s  determination.  In  the 
event  that  the  Secretary  arranges  a  meet¬ 
ing  under  paragraph  (d)  of  this  section, 
he/she  shall  render  a  written  opinion  on 
the  ac>peAl  within  fifteen  (IS)  days  of 
that  meeting.  In  the  event  that  no  such 
meeting  with  the  Secretary  or  his/her 
on  the  appeal  on  the  basis  of  written  sub- 
mlssUms  within  fifteen  (15)  days  follow’- 
ing  its  filing.  If  the  Secretary  falls  to  rule 
on  the  appeal  during  the  specified  time 
period  such  failure  shall  be  deemed  to  be 
an  aflarmation  of  the  Administrator’s  de¬ 
termination. 

(!)  Secretary's  determination  final. 
The  Secretary’s  actions  shall  constitute  a 
final  and  conclusive  Departmental  deci- 
sl(m  which  shall  be  binding  on  both  the 
Administrator  and  the  Association.  This 
decision  shall  be  deemed  to  be  an  ex¬ 
haustion  of  administrative  remedies. 

(g)  Implementation  of  decision.  The 
Secretary’s  determination  and  any  final 
regulatkm  or  rule  effectuating  such  de¬ 
termination  shall  be  deemed  incorpo¬ 
rated.  Into  the  Agreement  without  the 
execution  of  a  formal  amendment  on  the 
sixteenth  day  after  it  is  rendered. 

(h)  Computation  of  time.  (1)  For 
purposes  of  this  section,  the  period  of 
time  In  which  a  party  has  to  act  will 
commence  on  the  day  after  the  day  on 
which  an  act  or  event  occurs.  The  last 
day  of  such  period  of  time  is  included  in 
the  computation  and  any  action  required 
must  be  taken  on  or  before  that  day. 

(2)  In  the  event  that  certified  mall  Is 
utilized  for  filing  purposes,  the  first  day 


to  be  counted  for  the  purptise  of  comput¬ 
ing  the  terminal  date  is  the  day  follow¬ 
ing  the  date  of  ddlvery  shown  on  the 
certified  receipt. 

(3)  For  purposes  of  this  section,  the 
term  “working  days"  includes  all  days 
except:  Satimlays.  Sundays,  legal  holi- 
dajrs  or  half  holidays  in  the  District  of 
Columbia  and  any  other  day  on  which 
the  Dfpartment’s  offices  close  prior  to 
5:00  pjn.  If  the  filing  date  falls  on  any 
day  other  than  a  business  day,  the  docu¬ 
ment  shall  be  filed  the  next  business  day. 

(i)  Delegations  of  authority.  Pursuant 
to  authority  conferred  by  Section  7(di 
of  the  Department  of  HUD  Act  of  1965, 
42  U.S.C.  3535(d).  the  Secretary  has  del¬ 
egated  authority  to  carry  out  the  Pro¬ 
gram  to  the  Administrator  and  has  also 
authorized  the  Administrator  to  redde- 
gate  curtain  of  that  ddegated  authority 
to  subordinate  employees.  This  delega- 
tkm  (tf  authority  is  published  at  34  FR 
2680-81,  February  27.  1969,  and,  with 
the  exceptiem  of  deciding  ai^>ea]s  by  the 
Association  from  actions  or  decisions  of 
the  Administrator,  Is  applicable  to  the 
matters  covered  by  this  Part  and  by  this 
subchapter.  Including  the  establishment 
and  maintenance  of  consulation  with  the 
Association. 


PART  1911— INSURANCE  COVERAGE  AND 
RATES 

2.  Section  1911.4(d)  is  amended  to 
read  as  fcdlows: 

§  1911.4  l.iinit:itioii«  on  coverugr. 

•  •  •  •  • 

(d)  The  policy  protects  against  loss  to 
contents  only  at  the  locatloii  described 
in  the  apidicatkm,  except  that  cmitents 
necessarily  removed  from  the  premises 
for  preservation  from  a  flood  are  pro¬ 
tected  against  loss  or  damage  from  flood 
at  the  new  locatimi  pro  rata  for  a  period 
of  45  days. 

3.  The  table  of  contents  to  Part  1911 
Is  amended  by  the  addition  of  the  follow¬ 
ing  new  sections: 

Sec. 

•  •  •  •  • 

1911.13  Standard  Flood  Insmance  Policy. 

1911.14  Standard  Rood  Insurance  Policy 

Interpretations. 

1918.15  Procedures  for  resolution  of  dis¬ 

putes. 

1911.16  Issuance  of  proposed  interpretation. 

1911.17  ClarlflcationB. 

1911.18  ImpUmentatlon  of  Interpretations 

and  clanflcatloos. 

4.  New  58  1911.13.  1911.14,  1911.15, 
1911.16,  1911.17  and  1911.18  are  added 
to  Part  1911  to  read  as  set  forth  below. 

§  1911.13  Standard  Flood  Insurance 
Policy. 

(a)  Incorporation  of  forms.  Each  of 
the  Standard  Flood  Insurance  Policy 
forms  Included  in  Ai^iendlx  “A”  hereto 
(“General  Property”  and  “Dwellhig 
Building  and  Contents”)  and  by  refer¬ 
ence  Incorporated  herein  shall  be  in- 
emporated  Into  the  Standard  Flood  In¬ 
surance  Policy. 

(b)  Endorsements.  AH  uidorsements 
to  the  Standard  Flood  Insurance  Policy 
shall  be  final  upon  publication  In  the 
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Federal  Register  for  inclusi(»i  In  Ap¬ 
pendix  A. 

(c)  Renewai  certificates.  The  renewal 
certificate  Included  in  Appendix  B  and 
by  reference  incorporated  hM^in  shall  be 
the  only  renewal  certificate  for  use  with 
the  Standard  Hood  Insurance  Policy, 
and  no  other  renewal  certificate  form 
shall  be  effective. 

(d)  Applications.  The  application  and 
renewal  application  forms  Included  In 
ApF>endix  C  shall  be  the  only  applica¬ 
tion  forms  used  in  connection  with  the 
Standard  Hood  Insurance  Policy. 

(e)  Waivers.  The  Standard  Hood  In¬ 
surance  Policy  and  required  endorse¬ 
ments  must  be  used  in  the  Hood  Insur¬ 
ance  Program,  and  no  provision  of  the 
said  documents  shall  be  altered,  varied, 
or  waived  other  than  through  the  is¬ 
suance  of  an  appit^riate  amendatory 
endorsement,  approved  by  the  Admin¬ 
istrator  as  to  form  and  substance  for 
luiiform  use,  and  countersigned  by  the 
Association  or  the  authorized  servicing 
company. 

(f)  Oral  and  written  binders.  No  oral 
binder  or  contract  shall  be  effective.  No 
written  binder  shall  be  effective  unless 
Issued  with  express  authorization  of,  and 
coimtersigned  by  the  Association  or  the 
authorized  servicing  cmnpany. 

(g)  New  and  additional  coverage.  The 
Inception  date  of  any  new  or  added 
coverage  or  of  any  increase  in  the 
amount  of  insurance  shall  be  at  least  15 
calendar  days  after  the  date  of  applica¬ 
tion.  This  15-day  waiting  period  shall 
not  apply  to  renewal  policies  (except  as 
to  additions  to  coverage)  nor  during  the 
initial  30  calendar  days  from  the  effec¬ 
tive  date  of  first  availability  of  flood  in¬ 
surance  in  any  designated  community. 

§  1911.14  Standard  Flood  Insurance 
Policy  Interpretations. 

(a)  Definition.  A  Standard  Hood  In¬ 
surance  Policy  Interpretation  is  a  writ¬ 
ten  determination  by  the  Administrator 
construing  the  scope  of  the  flood  insur¬ 
ance  coverage  that  has  been  and  is  pro¬ 
vided  under  the  policy. 

(b)  Publication  and  requests  for  in¬ 
terpretation.  The  Administrator  shall, 
pursuant  to  these  regulations  from  time 
to  time,  issue  interpretative  rulings  re¬ 
garding  the  provisions  of  the  Standard 
Hood  Insurance  Policy.  Such  Interpre¬ 
tations  shall  be  published  in  the  Federal 
Register,  made  a  part  of  Appendix  D  to 
these  regulations,  and  incorporated  by 
reference  as  part  of  these  regulations. 
Any  policyholder  or  person  in  privity 
with  a  policyholder  may  file  a  request 
for  an  interpretation  in  writing  with  the 
Federal  Insurance  Administration,  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  451  Seventh  Street,  S.W.,  Wash¬ 
ington,  D.C.  20410. 

(c)  New  issues.  Whenever  an  issue 
arises  which  involves  a  question  of  con¬ 
tractual  interpretation  of  the  Standard 
Hood  Insurance  Policy  which  has  not 
previously  been  considered  by  the  Ad¬ 
ministrator,  either  party  shaU  immedi¬ 
ately  bring  the  matter  to  the  attention 
of  the  other  for  the  purpose  of  determin¬ 
ing  whether  an  Interpretation  should  be 
Issued. 


§  1911.15  Procedures  for  resolution  of 
disputes.  * 

In  the  event  that  the  issue  is  in  dispute 
and  cannot  be  Informally  resolved,  the 
following  procedure  will  apply: 

(a)  The  Administrator  shall,  by  certi¬ 
fied  mail,  provide  the  Association  with 
written  notice  of  the  Initiation  of  formal 
interpretation  procedures. 

(b)  Upon  receipt  of  such  notice,  the 
Association  may,  within  fifteen  (15) 
calendar  days,  sulHnit  to  the  Administra¬ 
tor  a  written  statement  which  shall  out¬ 
line  the  factual  and  legal  basis  for  its 
position. 

(c)  After  consideration  of  the  Associ¬ 
ation’s  position,  and  having  made  any 
further  consultations  with  the  Associa¬ 
tion  as  necessary  and  appropriate,  the 
Administrator  shall  in  writing  advise  the 
Association  of  his/her  concurrence  or 
non-concurrence  With  the  position  of  the 
Association. 

§  1911.16  Issuance  of  proposed  inter¬ 
pretation. 

In  the  event  that  the  Administrator 
does  not  concur  with  the  Association, 
he/she  shall: 

(a)  Proposed  interpretation.  Prepare 
a  proposed  Interpretation  of  the  Stand¬ 
ard  Hood  Insurance  Policy  and  provide 
the  Association  with  a  copy  of  such  In¬ 
terpretation  and  give  the  Association  at 
least  seven  calendar  days  to  present  its 
views  on  the  draft. 

(b)  Final  interpretation.  Following 
submission  by  the  Association  of  com¬ 
ments  on  the  proposed  Interpretation, 
the  Administrator  shall  submit  to  the 
Association  a  copy  of  the  final  Interpre¬ 
tation  at  least  seven  das^s  prior  to  publi¬ 
cation.  At  the  expiration  of  the  seven 
day  notice  period,,  the  Interpretation 
shall  be  published  for  effect. 

(c)  Opinion  of  the  General  Counsel. 
With  regard  to  either  a  proposed  or  final 
Interpretation,  either  the  Administrator 
or  the  Association  may  submit  a  written 
request  for  an  oplnltm  of  the  General 
Gounsd  on  the  legality  of  such  an  Inter¬ 
pretation. 

§  1911.17  Clarifications. 

(a)  Definition.  A  Clarification  is  a  writ¬ 
ten  explanation  of  the  specific  language 
of  the  Standard  Hood  Insurance  Policy 
for  the  purpose  of  setting  forth  in  insur¬ 
ance  contractual  terminology  the  Inter¬ 
pretation  proposed  to  be  issued  by  the 
Administrator. 

(b)  Request  for  clarification.  The  As¬ 
sociation  may  submit  a  written  request 
to  the  Administrator  asking  that  a  Clari¬ 
fication  rather  than  an  Interpretation  be 
issued.  This  request  shall  be  filed  within 
the  seven  day  comment  period  prior  to 
publication  of  the  final  Interpretation 
and  shall  include: 

(1)  The  Association’s  certification, 
based  on  the  accompanying  legal  opinion 
of  counsel,  that  the  issuance  of  the  pro¬ 
posed  Interpretation  would  create  a  risk 
of  substantial  complications  in  the  in¬ 
terpretation  of  insurance  policies  not  re¬ 
lated  to  the  National  Hood  Insurance 
Program;  and 

(2)  A  showing  that  the  Association 
considered  whether  an  explanation  of  the 


specific  language  in  question  with  cor¬ 
responding  redress  and  notifleatiem  to 
policyholders  smd  other  administrative 
consequences  would  or  would  not  be  in 
the  public  interest. 

(c)  Publication  of  clarification.  Prior 
to  publication,  the  Administrator  shall 
provide  the  Association  with  the  pro¬ 
posed  Clarification  and  allow  at  least 
seven  (7)  calendar  days  for  comment. 
At  the  close  of  that  F>eriod,  the  Clarifica¬ 
tion  may  be  published  for  final  effect. 

§  1911.18  Implementation  of  interpre¬ 
tations  and  clarifications. 

(a)  Distribution.  The  Association  will 
distribute  to  servicing  companies  and  ad¬ 
justment  organizations  copies  of  Inter¬ 
pretations  issued  imder  $  1911.6  and 
Clarifications  issued  under  §  1911.17.  In 
addition,  the  Association  will  provide  no¬ 
tice  of  such  Interpretations  and  Clari¬ 
fications  to  policyholders  upon  renewal 
of  existing  policies  and  issuance  of  new 
policies. 

(b)  Effect  of  interpretation  or  clarifica¬ 
tion.  Within  a  reasonable  time  following 
Issuance  of  any  Inten>retation  or  Clari¬ 
fication,  the  Administrator  shall  deter¬ 
mine  the  effect,  if  any,  which  the  Inter¬ 
pretation  or  Clarification  has  had  or  may 
have  on  loss  payments  and  actuarial 
premium  rates,  and  shall  make  appro¬ 
priate  adjustments,  if  necessary,  to  ac¬ 
tuarial  rates.  In  making  such  determina¬ 
tion,  the  Administrator  shall  consider 
any  Information  or  views  presented  by 
the  Association.  To  facilitate  this  analy¬ 
sis,  the  Association  shall  keep  a  record  of 
any  changes  In  costs  and  losses  which 
result  from  the  Interpretation  or  Clari¬ 
fication.  Such  costs  and  losses  are  subject 
to  the  provisions  of  §  1923.6  of  this  sub¬ 
chapter. 

(c)  Application.  Upon  final  publication 
of  an  Interpretation,  the  Association 
shall  apply  such  Interpretation  or  Clari¬ 
fication: 

(1)  In  adjustment  of  all  claims  pend¬ 
ing  at  the  effective  date  of  such  Inter¬ 
pretation  or  Clarification. 

(2)  In  adjustment  of  all  claims  duly 
filed  after  the  effective  date  of  such  In¬ 
terpretation  or  Cfiarification. 

(3)  At  the  direction  of  the  Adminis¬ 
trator,  in  adjustment  of  any  claim  previ¬ 
ously  filed  which  arose  out  of  an  occur¬ 
rence  within  two  years  before  the  effec¬ 
tive  date  of  such  Interpretation  or  Clari¬ 
fication,  provided  that  the  policyholder 
requests  in  writing,  not  later  than  sixty 
days  after  receiving  notice  of  the  Inter¬ 
pretation  or  Clarification,  that  the  claim 
be  reopened. 

(4)  At  the  direction  of  the  Adminis¬ 
trator,  in  adjustment  of  any  other  claim 
arising  out  of  an  occurrence  within  two 
years  before  the  effective  date  of  such 
Interpretation  or  Clarification,  Provided, 
That  the  policyholder  files  notice  and 
proof  of  loss  not  later  than  sixty  days 
after  receiving  notice  of  the  Interpreta¬ 
tion  or  Clarification. 

(d)  Limitations.  (1)  Nothing  in  this 
paragraph  shall  limit  any  legal  or  equi¬ 
table  right  which  any  policyholder  may 
otherwise  have  to  assert  an  earlier  claim 
under  an  Interpretation  or  Clarification. 
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(2)  This  Section  shall  apply  tnly  to 
Interpretatkxis  and  Clailflcatlons  and 
has  no  i4?pUcatl(m  to  changes  In  the 
Standard  Flood  Insurance  Policy  Issued 
from  time  to  time  by  the  Administrator 
for  prospective  effect. 

(3)  The  Administrator  may.  In  his/her 
discretion,  decline  to  Issue  Interpreta* 
ticMis  or  Clarifications  when  declination 
Is  in  the  public  Interest. 


PART  1912— SALE  OF  INSURANCE  AND 
ADJUSTMENT  OF  CLAIMS 

5.  Section  1912.3  is  amended  by  adding 
paragrai^  (f),  (g),  and  (h)  to  read  as 
follows: 

§  1912.3  IJniilNlmiiH  on  Mile  of  polieie*. 

•  #  •  #  O 

(f)  Association  Membership.  Changes 
In  thhe  membership  of  the  Association 
shall  not  amend  or  alter  the  terms  of  the 
Agreement  entered  Into  by  the  Adminis¬ 
trator  with  the  Association  pursuant  to 
Sectl<ms  1331  and  1332  of  The  Act. 
Nothing  in  the  Agreement  shall  limit  the 
right  of  any  member  of  the  Association 
to  reduce  or  terminate  its  financial  par¬ 
ticipation  or  risk  sharing  in  the  Associa¬ 
tion  as  of  the  aid  of  any  accounting 
period.  The  Association  shall  promptly 
advise  the  Administrator  of  all  notifica¬ 
tions  of  additions  to  and  withdrawals 
from  its  membership. 

(g)  Association  meetings.  With  regard 
to  meetings  the  Association  shall:  (1) 
Give  the  Administrator  at  least  thirty 
(30)  dasns  advance  written  notice  of  any 
meeting  of  the  Association’s  Executive 
Committee  or  Membership  called  to  con¬ 
sider  any  amendment  to  the  Associa¬ 
tion’s  Constitution  or  dissolution  of  the 
Association. 

(2)  Invite  the  Administrator  or  his 
representatives  to  attend  meetings  of  the 
Executive  Committee  and  other  commit¬ 
tees  of  the  Association  by  giving  the  Ad¬ 
ministrator  the  same  notice  of  meeting 
as  is  given  to  the  members  of  the  Execu¬ 
tive  Committee  and  other  Association 
committees. 

(3)  Notify  the  Administrator  in  writing 
of  all  actions  taken  by  the  Membership, 
Executive  Committee  and  other  Associa¬ 
tion  Committees  at  their  meetings. 

(4)  Furnish  the  Administrator  with 
copies  of  wfitten  agenda  and  formal 
minutes  of  meetings  of  the  Membership. 
Executive  Committee,  and  other  Associa¬ 
tion  committees. 

(h)  Public  meetings  and  access  to 
documents.  (1)  The  Association  and  the 
Administrator  shall  cmiduct  at  least  an¬ 
nually  a  Joint  Public  Meeting,  at  which 
time  members  of  the  public  may  express 
their  views,  opinion,  and  suggestions  for 
the  Program.  Notice  to  the  public  shall 
be  as  determined  by  the  Administrator 
and  the  Association  in  advance  of  the 
proposed  meetings. 

(2)  Upon  request,  the  Association  and 
the  Administrator  shall  make  available 
to  any  interested  person,  copies  of  all  for¬ 
mal  actions  taken  by  the -Administrator 
and  the  Association  relating  tc  the  Pro¬ 
gram. 


6.  Section  1912.4  la  amended  by  adding 
paragrai^  (c)  and  (d)  to  read  as  fol¬ 
lows: 

§  1912.4  Limitation  on  Mir  of  policies. 

•  •  •  •  • 

(c)  The  Association  shall  comply  with 
the  Equal  Opportunity  Clause  appearing 
in  24  CFR  130.15(a)  incorporated  herein 
by  reference  and  ];NX>mulgated  pursuant 
to  Executive  Order  11246  M  September 
24, 1965. 

(d)  For  the  purposes  of  paragraph  (c) , 
the  folloiwl^  definitions  shall  apply:  (1) 
“Contracting  Agency’’  shall  mean  the 
Departmoit  of  Housing  and  Urban  De- 
veloixnent; 

(2)  “Contracting  Officer’’  shall  mean 
Secretary  of  Housing  and  Urban  Devel¬ 
opment; 

(3)  “Contractor”  shall  mean  the  As¬ 
sociation. 

7.  Section  1912.5  is  revised  to  read  as 
follows: 

§  1912.5  Premium  rcfiiiiil  fiilloHing 
map  revision. 

(a)  Property  no  longer  in  flood  area.  A 
Standard  Flood  Insurance  Policyholder 
whose  properly  has  been  determined  not 
to  be  in  a  special  fioodjiaz&rd  area  after 
a  map  revision  or  a  Letter  of  Map 
^endment  imder  Part  1920  of  this  sub¬ 
chapter  may  cancel  the  policy  within  the 
current  pi^cy  year,  provided  that  the 
policyholder  was  required  pursuant  to 
statute  to  purchase  or  to  maintain  fiood 
insurance  coverage,  or  both. 


(b>  Refunds  folUnoing  revision.  If  no 
claim  under  the  policy  has  been  paid  or 
is  pending,  the  full  gross  premium  shall 
be  refunded  to  the  named  insured,  in¬ 
cluding  any  agents  commissions  paid  by 
the  insured,  for  the  current  policy  year, 
and  for  an  additional  policy  year  where 
the  insured  had  been  required  to  renew 
the  policy  during  the  period  when  a  re¬ 
vised  map  was  being  reprinted.  Drafts  or 
other  Instruments  of  payment  shall  be 
made  payable  to  the  insured  and  the  Ad¬ 
ministrator  shall  reimburse  the  Associa¬ 
tion  for  the  full  amount  of  the  refunded 
agents  conunission.  The  agent  shall  be 
allowed  to  retain  his/her  ccxnmlsslon  as 
fully  earned. 

8.  Section  1912.8(c)  is  added  to  read 
as  follows: 

§  1912.8  Notice  lu  poliry holder. 

(c)  Actions  folUnoing  complaints,  re¬ 
quests  or  inquiries.  In  the  event  that  a 
complaint,  request  or  other  Inqtiiry  is 
filed  with  the  Administrator,  his  response 
thereto  shall  be  conducted  in  accordance 
with  the  provisions  of  this  Section. 

(1)  The  Administrator  shall  request  in 
writing  and  the  Association  shall  produce 
the  relevant  file  to  the  Administrator  for 
review.  Production  by  the  Association 
shall  be  made  within  a  reasonable  period 
so  as  to  permit  a  timely  response  by  the 
Administrator. 

(2)  In  the  event  that  a  complaint,  re¬ 
quest,  or  other  Inquiry  requires  that  in¬ 
formation  be  obtained  from  either  the 
Administrator  or  the  Association,  the 


party  to  whom  the  communication  is  ini¬ 
tially  directed  shall  provide  a  copy  of 
such  oorrespcmdence.  if  In  writing,  or  a 
wiittm  summary  of  the  oral  communl- 
cation  If  not  in  writing,  to  the  other 
party.  If  the  complaint,  request,  or  in¬ 
quiry  Is  confidaitlal  in  nature,  or  is 
otherwise  subject  to  a  privilege  in  law. 
the  name  and  title  of  the  initiating  cor¬ 
respondent  may  be  deleted. 

9.  TTie  table  of  contents  for  Part  1912 
is  amended  by  the  addition  of  the  follow¬ 
ing  new  sections. 

Sec. 

•  •  •  •  • 

1913.8  Records  to  be  maintained  by  tbe 
Administrator. 

1912.10  Reports  to  be  made  by  tbe  Associa¬ 

tion. 

1913.11  Manual  Information. 

a  •  a  •  • 

1912.23  Monitoring  of  claims  processing. 

10.  New  §s  1912.9,  1912.10,  1912.11  and 
$  1912.23  are  added  to  Part  1912  to  read 
as  set  forth  below. 

§  1912.9  Records  to  be  niuinlniiied  by 
ihe  .4ssoi*ialion : 

la)  Requests  by  Administrator.  The 
Administrator  may,  by  written  request, 
require  the  Association  to  maintain  such 
records  as  are  necessary  and  appropriate 
to  facilitate  an  effective  audit  of  the  per¬ 
formance  of  the  program  including,  but 
not  limited  to,  those  records  which  dis¬ 
close  or  relate  to  the  cost  of  the  program 
or  the  services  being  rendered. 

(b)  Records  to  he  maintained  by  sub¬ 
contractors.  The  Association  shall  re¬ 
quire  by  written  contractual  provision 
that  its  subcontractors  maintain  similar 
records  pursuant  to  any  request  as  from 
time  to  time  may  be  made  by  the  Admin¬ 
istrator  under  paragraph  (a)  of  this  sec¬ 
tion. 

(c)  Retention  period.  Such  records 
shall  be  retained  for  three  years  after 
the  final  adjustment  pertaining  to  the 
accounting  period  covered  thereby  pur¬ 
suant  to  the  Agreemrat  or  such  longer 
time  as  may  be  prescribed  by  the  Admin¬ 
istrator  prior  to  the  expiration  of  the 
three-year  period. 

(d)  Access  to  records.  The  Secretary, 
the  Administrator,  and  the  Comptroller 
General  of  the  United  States,  or  any 
other  duly  authorized  Federal  officials 
shall  have  access  to  such  records  for  the 
purposes  of  audit  and  examination  at 
the  place  where  the  records  are  main- ' 
tain^. 

(e)  Attorney -client  privilege.  Nothing 
in  this  paragraph  shall  be  cmistrued  as 
a  waiver  of  any  attorney-client  privilege 
which  the  Association  may  have  in  con¬ 
nection  with  the  Association’s  written  or 
oral  commimlcations  with,  or  documents 
prepared  by,  for.  or  at  the  request  of, 
attorneys  employed  or  retained  by  the 
Association. 

§  1912.10  ReporiK  to  br  nuiili*  by  ihr 
A^MM-iation. 

(a)  Reports.  ’The  Association  from  time 
to  time,  but  at  least  quarterly,  shall  make 
r^}0(rts  to  the  Administrator  which  shall 
include: 
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(1)  The  financial  concHtlon  ot  tbe 
Association; 

(2)  The  estimated  amount  of  Insur¬ 
ance  in  force; 

(3)  The  status  (rf  policyholder 
mlums  collected  and  the  investment  In¬ 
come  there<m  current^  held  by  the 
Association: 

(4)  All  distributions  of  funds  to,  and 
financial  transactions  with,  Association 
members;  and 

(5)  Such  other  information  w  reports 
as  the  Administrator  may  reasonably 
specify. 

(b)  Studies.  The  Secretary  nr  his/her 
delegate  shall  have  authority  to  conduct 
investigations  and  studies  concerning  the 
insurance  aspects  of  the  program  con¬ 
tracted  for  with  the  Association,  includ¬ 
ing  but  not  limited  to  those  required  by 
Section  1307  of  The  Act. 

§  1912.11  Manual  information. 

The  Association  shall  include  in  its 
manuals  for  insurance  agents,  brokers, 
and  adjusters,  including  those  manuals, 
handbooks,  guidelines  and  related  pro¬ 
gram  materials  referenced  at  §  1913.2  of 
this  subchapter,  such  provisions  as  may 
be  necessary  to  facilitate  the  mainte¬ 
nance  of  records  and  the  submission  of 
reports  as  required  under  this  Part. 

§  1912.23  Monitoring  of  claims  process¬ 
ing. 

(a)  Review  by  Administrator.  The  As¬ 
sociation  shall  regularly  review  with  the 
Administrator  or  his  designees  a  sam¬ 
pling  or  other  selection  of  claims  files, 
including  closed  claims  files,- as  may  be 
selected  by  the  Administrator.  Such  re¬ 
views  shall  be  for  the  purpose  of  pro¬ 
viding  current  information  as  to  the 
basis  upon  which  claims  are  adjusted  or 
denied  and  shall  specifically  include 
claims  adjusted  or  denied  on  the  ground 
that  the  Standard  Flood  Insurance  Pol¬ 
icy  was  initially  void. 

(b)  Production  of  files.  At  the  Admin¬ 
istrator’s  request,  the  Association  shall 
assemble  and  provide  for  review  any  par¬ 
ticular  class  or  category  of  claim  files. 
In  requesting  a  time  for  such  a  review, 
the  Administrator  shall  give  due  consid¬ 
eration  to  any  practical  difficulties  in  as¬ 
sembling  such  claim  files. 

(c)  Claim  problems.  The  Association 
shall  require  each  servicing  company  to 
report  to  it  any  claims  or  categories  of 
claims  which  raise  problems  of  adjust¬ 
ment  or  issues  of  contractual  interpre¬ 
tation  of  the  Standard  Flood  Insurance 
Policy  which  have  not  previously  been 
considered  by  the  Administrator.  Any 
such  claims  or  categories  of  claims  shall 
immediately  be  reported  by  the  Associa¬ 
tion  to  the  Administrator. 

(d)  Copy  of  files.  Upon  request,  the 
Association  shall  promptly  provide  to 
the  Administrator  a  copy  of  the  com¬ 
plete  files,  or  any  part  thereof  relating 
to  any  claim  or  category  of  claims,  and 
shall  provide  any  information  reason¬ 
ably  requested  regarding  claims. 


11.  A  new  Part  1913  is  added  as  fol¬ 
lows  : 


PART  1913— PRESCRIBED  CONDITIONS 

IN  FURTHERANCE  OF  THE  ASSOCIA¬ 
TION'S  RESPONSIBILITIES 
Sec. 

1913.1  Purpose  of  part. 

1913.3  Definitions. 

1913a  Program  promotional  material. 

1913.4  Manuals,  handbooks,  gttldellnes,  and 

related  program  materials. 

1913.5  Program  computer  systems. 

Authority:  National  Flood  Insurance  Pro¬ 
gram  Act  of  1968,  as  amended.  Pub.'  L.  90- 
448;  Flood  Disaster  Protection  Act  of  1973, 
Pub.  L.  93-234. 

12.  A  new  Part  1913  is  added  and  new 
§:  1913.1,  1913.2,  1913.3,  1913.4,  1913.5, 
1913.6,  and  1913.7  are  added  under  that 
new  part  to  read  as  follows : 

§  1913.1  Purpose  of  part. 

The  purpose  of  this  Part  is  to  pre¬ 
scribe  appropriate  requirements  for  the 
servicing  of  the  insurance  component  of 
the  program  by  the  Association  in  fur¬ 
therance  of  the  efficient  and  effective  ad¬ 
ministration  of  the  National  Flood  In¬ 
surance  Program. 

§  1913.2  Definitions. 

TTie  definitions  set  forth  in  Part  1909 
of  this  subchapter  .are  applicable  to  this 
part. 

§  1913.3  Program  promotional  material. 

(a)  Definition.  The  term  “Program 
Promotional  Material”  includes  all  ma¬ 
terial,  except  that  issued  by  the  Associ¬ 
ation  solely  to  its  members,  whether  in 
print,  or  film,  slide,  or  other  medium, 
prepared  for  wide  distribution  for  the 
purpose  of: 

(1)  Soliciting  flood  insurance  pur¬ 
chases;  or 

(2)  Educating  interested  persons,  in¬ 
cluding  insurers,  insurance  agents,  lend¬ 
ing  institutions,  insurance  adjusters  or 
companies,  with  respect  to  their  partic¬ 
ipation  in  the  National  Flood  Insurance 
Program;  or 

(3)  Providing  general  information 
material  to  members  of  the  public  about 
the  National  Flood  Insurance  Program 
or  its  history. 

(b)  Review  of  proposed  program  pro¬ 
motional  materials.  All  program  promo¬ 
tional  mr'erial  prepared  by  the  Associa¬ 
tion  shall  be  submitted  to  the  Adminis¬ 
trator  for  review  before  final  processing 
and  utilization.  The  Administrator  shall, 
within  15  calendar  days  after  receipt  of 
the  proposed  item,  supply  the  Association 
with  comments,  changes,  or  suggested 
exclusions,  in  preparing  the  final  version 
of  such  material,  the  Association  shall 
substantially  comply  with  the  comments, 
changes,  or  suggested  exclusions  supplied 
by  the  Administrator  or,  if  it  does  not, 
then  any  costs  incurred  by  the  Associa¬ 
tion  in  preparing,  publishing,  and  dis¬ 
tributing  such  program  promotional  ma¬ 
terial  shall  not  be  allowable  under  the 
Balancing  Formula  set  forth  at  §  1923.6 
of  this  subchapter  nor  ^fiall  such  costs  be 
paid  by  the  Association  out  of  policy- 
hold'""  premiums  or  any  other  funds  held 
by  the  Association  under  the  program  or 
in  any  way  subject  to  cost-sharing  or 


otherwise  paid  or  ultimately  to  be  paid 
by  the  Administrator  under  Part  1923  of 
this  subchapter. 

(c)  Publication  without  review.  Noth¬ 
ing  in  this  section  shall : 

(1)  Prevent  the  Association  from, 
without  review  by  the  Administrator, 
printing  and  distributing  in  its  own 
name  or  in  the  name(s)  of  one  or  more 
of  its  members  any  material,  whether  of 
a  political  nature  or  otherwi^.  Provided, 
That  the  expense  of  printing  and  dis¬ 
tributing  the  material  is  not  paid  out  of 
policy  holder  premiums  and  is  not  subject 
to  the  cost-sharing  provisions  or  other¬ 
wise  treated  as  a  program  expense  under 
the  Agreement. 

§  1913.4  Manuals,  handbooks,  guide¬ 
lines,  and  related  program  materials. 

(a)  Conforming  changes  in  publica¬ 
tions.  The  Program’s  outstsindlng  man¬ 
uals,  handbooks,  guidelines,  smd  related 
materials  concerning  the  sale  of  insur¬ 
ance  and  adjustment  of  claims  pursuant 
to  this  sulwhapter  shall  be  changed 
from  time  to  time  as  needed  to  conform 
with: 

(1)  Interpretations  and  Clarifications 
issued  by  the  Administrator  pursuant  to 
S  1911.14  and  S  1911.17  of  this  Subchap¬ 
ter; 

(2)  Regulations  issued  by  the  Admin¬ 
istrator  pursuant  to  his  delegated  au¬ 
thority;  and 

(3)  Changes  of  a  technical  or  program¬ 
matic  nature  as  are  prescribed  by  the 
Administrator. 

(b)  Review  of  revisions  by  Adminis¬ 
trator.  Prior  to  Issuance  of  a  proposed 
revision  to  any  such  manual  handbook, 
guideline,  or  related  program  material, 
the  Association  shall  submit  the  pro¬ 
posed  revision  to  the  Administrator  for 
his  review  and  approval  as  to  matters  of 
a  technical  or  programmatic  nature.  The 
Association  shall  incorix>rate  in  the  pro¬ 
posed  revision  all  changes  of  a  technical 
or  programmatic  nature  requested  by  the 
Administrator,  and  shall  give  due  con¬ 
sideration  to  all  other  suggested  changes. 
As  used  in  this  paragraph,  the  term 
“changes  of  a  technical  or  programmatic 
nature”  shall  mean  changes  in  provisions 
which  set  forth  or  describe  the  terms  of 
the  Standard  Flood  Insurance  Policy,  the 
Act,  the  National  Flood  Insurance  Pro¬ 
gram  premium  rates,  manhal  rules  or 
provisions  of  the  Regulations  or  the 
Agreement. 

§  1913.5  Program  fonipiilrr  nyslonis. 

(a)  Application  of  section  This  §  1913.5 
applies  to  all  computer  systems  (“Pro¬ 
gram  Computer  System”)  which  are  or 
may  be  utilized  by  the  Association,  in 
carrying  out  its  (^ligations  under  the 
Agreement,  in  connection  with  map  dis¬ 
tribution,  flood  insurance  policy  writing, 
billing  and  processing,  and  otleer  serv¬ 
ices  to  be  provided  by  the  Association 
under  the  Agreement. 

(b)  Definition.  For  purposes  of  this 
Section,  the  term  Program  Ccanputer 
System  shall  mean  all  elements  (except 
personnel)  used  by  the  Association  for 
the  operations  of  .such  system.  The  term 
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Program  Computer  System  shall  also  be 
deemed  to  include  any  additi(ms.  en¬ 
hancements,  Improvements  or  modifica¬ 
tions  thereo. 

(c)  Modification  of  system.  After  c<m- 
sultatimi  as  provided  in  §  1908.4(a)  of 
this  subchapter,  the  Administrate*  may 
direct  the  Association  to  modify,  within 
a  reasonable  period,  the  Program  Com¬ 
puter  System  for  the  purpose  of  mabllng 
the  Administrator  to  ful^  his /he*  obli¬ 
gations  imder  the  Program,  the  Agree¬ 
ment,  The  Act,  or  related  legislation. 

(d)  Ownership.  The  Program  Com¬ 
puter  System  shall  be  owned-  by  the  As¬ 
sociation  and  the  Department  and, 
during  the  term  of  the  Agreement,  shall 
be  utilized  by  the  Association  solely  for 
the  purposes  of  the  National  Flood  In¬ 
surance  Program.  The  Administrator  or 
his/her  designates  shall,  during  normal 
business  hours,  and  without  undue  inter¬ 
ruption  of  Program  Computer  System 
operations,  have  access  to  the  Program 
Computer  System  for  inspection  pur¬ 
poses.  Upon  request  of  the  Administra¬ 
tor,  the  Association  shall  provide  to  the 
Administrator  a  copy  of  the  Program 
Computer  System  or  any  part  thereof. 
Ilie  Association  shall  at  all  times,  in¬ 
cluding  any  period  following  termination 
of  the  Agreement,  store  and  protect  the 
Computer  Program  System*  and  the  rec¬ 
ords  contained  therein  and  shall  comply 
with  the  disclosure  provisions  of  the  Pri¬ 
vacy  Act  (5  UJ3.C.  552  (a),  (b),  and  (c) 
in  the  use  thereof. 

(e)  Reports.  The  Association  shall 
provide  to  the  Administrator,  and  shall 
update  from  time  to  time,  a  list  describ¬ 
ing  all  reports  generated  by  the  Program 
C(Hnputer  System  and  those  reports  ob¬ 
tained  by  the  Association  from  any  sub¬ 
contractor  operating  a  Program  Com¬ 
puter  System.  Upon  reasonable  request, 
the  Association  shall  supply  to  the  Ad¬ 
ministrator  a  c(H>y  of  any  report  so  listed. 

(f)  Computer  program  changes  and 
rights  of  appeal.  (1)  The  Associatlcm 
shall  establish  an  efficient  Program 
Computer  System  that  is  under  financial 
control  and  fully  auditable  and  shall  ob¬ 
tain  the  Administrator’s  prior  approval 
(m  all  actions  taken  to  Implement  such 
ccmtrol  whl(^  may  individually  or  cumu¬ 
latively  have  a  significant  effect  on  the 
operatl(Mi  of  the  Program  Computer 
Systejp. 

(2)  The  Administrator  shall  not  im- 
reasonably  delay  in  acting  upon  Asso¬ 
ciation  requests  to  initiate  changes  in 
the  Program  C(xnputer  System.  The  Ad¬ 
ministrator’s  failure  to  respond  in  writ¬ 
ing  to  such  requests  within  ten  days  shall 
be  deemed  to  constitute  approval  of  such 
request. 

(3)  Should  the  Association  determine 
that  any  request  made  by  the  Adminis¬ 
trator  would  Jeopardize  or  imduly  dday 
the  purpose  of  this  Section,  the  Assocla- 
tl(m  may  submit  a  written  appeal  to  the 
Secretary  within  ten  (10)  days  of  the 
Administrator’s  request.  Within  10  days 
from  receipt  of  such  written  r^Tort,  the 
Secretary  shall  render  a  wrlttoi  deter¬ 
mination  on  the  matter  which  shaU  be 
binding  on  the  Association  and  the  Ad¬ 
ministrator. 


PART  ISIA-COMMUNITIES  EUGIBLE 
FOR  THE  SALE  OF  INSURANCE 

13.  sectkms  1914.7,  1914.8,  1914.9, 
1914.10,  and  1914.11  are  added  to  table 
of  contmts  f<^  Part  1914  as  follows: 

Sec. 

•  •  •  •  • 

1014.7  Designation  of  communities. 

1014A  Flood  maps. 

1914.9  Timely  notice. 

1914.10  Attendance  at  param  meetings. 

1914.11  Toll  free  telephones. 

14.  Sections  1914.7,  1914.8,  1914.9. 
1914.10,  and  1914.11  are  added  to  read 
as  follows: 

§  1914.7  Dt'signalion  of  cumnninilios. 

For  all  c(Mnmimities  presently  par¬ 
ticipating  in  the  program  and  for  all 
communities  which  shall,  in  the  future, 
participate  in  the  program,  the  Admin¬ 
istrator  shall  advise  the  Association 
whether  the  insurance  policies  shall  be 
issued  pursuant  to  the  regular  program 
or  emergency  program  and  whether  the 
community  is  designated  as  coastal  or 
inland. 

§  1914.8  Floo*!  maps. 

The  Administrator  shall  develop  flood 
insurance  maps  and  issue  the  Association 
an  adequate  supply  for  its  distribution. 

§  1914.9  Timely  notice. 

(a)  The  Administrator  shall  give 
advance  notice  of: 

(1)  The  Issuance  or  revision  of  any 
flood  Insurance  map ; 

(2)  The  final  estiUilishment  or  modifi¬ 
cation  of  any  premium  rate; 

(3)  The  conversion  of  any  community 
to  the  regular  program ; 

(4)  The  sfispenslon  from  the  program 
of  any  community;  and 

(5)  The  initial  ijarticipation  of  any 
commimlty  in  the  program. 

§  1914.10  Attendance  at  program  meet¬ 
ings. 

On  reasonable  notice  from  the  Admin¬ 
istrator  or  his  flood  insurance  sp>eciallst8, 
the  Association  shall  ixarticlpate,  and 
cause  its  servicing  companies  designated 
pursuant  to  1 1912.7  of  this  subchapter 
to  participate,  at  community  and  other 
program  meetings  convened  by  the 
Administrator  and/or  his  fl<X)d  Insurance 
specialists.  The  Association  shall  notify 
the  Administrator-  of.  and  invite  his 
representative  to  attend,  public  meetings 
held  by  the  Association,  Including  but 
not  limited  to  workshops,  seminars,  and 
briefings  for  Insurance  agents,  brokers, 
mortgage  lenders,  adjustment  organiza¬ 
tions,  and  servicing  companies.  The 
Administrator  shall  notify  the  Associa- 
tlmi  of.  and  invite  its  representatives  to 
attend,  all  public  meetings  of  any  nature 
convened  by  the  Administrator  or  his 
designate  relating  to  the  National  Flood 
Insurance  Program. 

§  1914.11  Toll  free  telephones. 

The  Association  shaU  require  servicing 
companies,  for  those  Jurisdictions  desig¬ 
nated  by  the  Administrator,  to  install, 
staff,  and  maintain  a  toU  free  telei^<me 
for  each  servicing  territory  for  the  bene¬ 


fit  and  use  of  the  general  public  during 
normal  business  hours.  For  all  other 
servicing  territories,  the  Association 
shall  install  a  single  centralized  toll  free 
telephone  for  the  same  purposes  and 
times.  During  evenings,  weekends,  and 
legal  holidays,  such  lines  may  be  oper¬ 
ated  by  means  of  a  message  recording 
service.  The  Association  or  its  contractor 
servicing  company  shall  to  the  fullest 
extent  practicable  and  able  resp<»id  to 
recorded  messages  no  later  than  the  close 
of  business  on  the  next  business  day  fol¬ 
lowing  receipt  of  the  message. 

15.  A  new  Part  1921  is  added  to  24  CFR 
to  read  as  follows: 

PART  1921— ASSOCIATION  CONTRACTS 

1921 .1  Purpose  of  part. 

1921.2  Definitions. 

1921 .3  Contracts  to  which  applicable. 

1921.4  Notice  to  the  Administrator. 

1 92 1 .6  Existing  contracts. 

1921.6  'Rights  of  contractors. 

1921.7  Federal  procurement  regulations 

not  applicable. 

1921.8  Compliance  with  procurement  reg¬ 

ulations. 

1921.9  Method  of  procurement — competi¬ 

tive  bidding. 

1921.10  Procedures  for  procurement  of  bids. 

1921.11  Procedures  for  treatment  of  bids 

talned  under  competitive  bidding 
after  receipt. 

1921.12  Acceptance  of  bids  obtained  under 

competitive  bidding. 

1921.13  Competitive  bidding  and  other 

requirements. 

1921.14  Competitive  negotiation. 

1921.16  Exempt  contracts. 

1921.16  Procedures  for  contracting  through 

competitive  negotiation. 

1921.17  Evaluation  of  proposals  submitted 

through  competitive  negotiation 

1921.18  Public  access  to  evaluations  of-oom- 

petltlvely  negotiated  contracts. 

1921 .19  Sole  source  procurement. 

AuTHoaiTT. — National  Flood  Insurance 
Program  Act  of  1968,  as  amended.  Pub.  L. 
90-448,  Flood  Disaster  Protection  Act  of 
1973,  Pub.  L.  93-234. 

§  1921.1  Purpose  of  part. 

’The  purpose  of  this  Part  is  to  set  forth 
the  methods  of  cftmtract  procurement  to 
be  utilized  by  the  Association  so  that  its 
performance  of  services  und«:  its  Agree¬ 
ment  with  the  Department  will  be  made 
more  efficient  and  effective. 

§  1921.2  Definitions. 

The  definitions  set  forth  in  Part  1909 
of  this  subchapter  are  applicable  to  this 
Part. 

§  1921.3  Contracts  to  which  applicable. 

(a)  This  Part  applies  to  each  contract 
entered  into  by  the  Association  involv¬ 
ing  an  aggregate  amount  or  initially 
estimated  aggregrate  amount  in  excess 
of  $10,000  whether  such  contract  is  se¬ 
cured  by  Competitive  Bidding  imder  this 
Part  or  through  Competitive  Negotia¬ 
tions  under  this  Part. 

§1921.4  Notice  to  the  Administrator. 

(a)  The  Assodatioa  shall  give  notice 
to  the  Administrator  before  entering  into 
any  contract  subject  to  this  Section.  Such 
notice  sbaU  be  given  to  the  Administra¬ 
tor  at  least  thirty  (30)  days  in  advance 
of  the  commencement  of  any  contractor 
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selection  process  utilized  under  this  Part 
1921  exc^t  that  less  than  thirty  (30) 
days’  notice  may  be  given  in  the  case  of 
emergencies  and  In  the  normal  acgulsi- 
tion  of  office  supplies  and  equipment  in 
amounts  less  than  $25,000,  in  which  cases 
such  notice  shall  be  idven  as  reasonably 
expeditiously  as  possible.  The  Notice 
shall  include: 

(1)  A  copy  of  the  proposed  request  for 
proposal  or  Invitation  for  bid  (together 
with  the  proposed  contract,  if  available) : 

(2)  A  brief  description  of  the  supplies 
or  services  called  for  by  the  contract;  and 

(3)  Identification  of  the  method  of 
contractor  selection  to  be  used. 

(b)  Contracts  in  writing.  All  contracts 
covered  by  this  Part  1921  shall  be  In 
writing  and  shall  be  duly  executed  the 
Association  and  by  the  other  contracting 
party,  except  as  expressly  provided  here¬ 
in. 

§1921.5  Existing  contrarU. 

In  general,  new  contracts  shall  be  en¬ 
tered  into  in  accordance  with  the  re¬ 
quirements  of  this  Part  1921,  and  exten¬ 
sions  of  existing  contracts  or  modifica¬ 
tions  of  existing  contracts  shall  not  be 
utilized  in  lieu  of  entering  Into  new  con¬ 
tracts.  Extensions  or  modlficatlcms  of 
contracts  for  purposes  other  than  to 
avoid  entering  into  a  new  contract  are 
permissible,  provided  that  the  Associa¬ 
tion  gives  the  Administrator  30  days’  ad¬ 
vance  written  notice  of  Its  intention  to 
execute  an  extension  or  amendment  to 
effect  a  modificatkm  unless  otherwise 
provided  in  this  Part. 

§1921.6  Rights  of  contractors. 

’The  provisions  of  this  Part  relating  to 
the  selection  of  servicing  companies  and 
other  contractors  shall  not  be  construed 
as  providing  for  benefits  for  any  poten¬ 
tial  bidder  or  contractor  or  any  other 
person  or  ccxnpany  not  a  party  to  the 
Agreement,  and  shall  not  give  rise  to  any 
rights  on  behalf  of  third  parties  against 
the  Association  or  the  Administrator  by 
reason  of  waiver  or  violatlcm  of  such  pro¬ 
visions  by  either  party  or  otherwise. 

§  1921.7  Federal  procurcinenl  regula* 
(ions  not  applicable. 

No  provision  of  this  Part  shall  be  con¬ 
strued  as  a  reference  to  or  adoption  <x 
incorp>oration  of  any  rule,  practice,  pro¬ 
cedure,  term  or  definition  contained  in 
the  Federal  Procurement  Regulations. 

§  1921.8  Compliance  mIiIi  prorureiiicnt 
regulations. 

(a)  Duties  of  association.  The  Associa¬ 
tion  shall  have  the  operaticmal  responsi¬ 
bility  for  the  award  of  ctxitracts  as  pro¬ 
vided  in  this  Part  1921,  the  day-to-day 
administration  of  such  contracts,  and 
responsibility  fen*  termination  of  such 
contracts. 

(b)  Disallowable  expenses.  Ihe  Associ¬ 
ation’s  contracting  shall  be  subject  to 
monitoring  by  the  Administrator  to  as¬ 
sure  compliance  with  the  procedures  set 
forth  in  this  Part  1921.  Any  expenses  In¬ 
curred  pursuant  to  a  ccmtract  award  by 
the  Association  in  material  violation  of 


the  provlsl(MQs  of  this  Part  1921,  or  any 
expenses  incurred  to  prociue  goods  or 
services  without  a  contract  which  should 
have  been  pyrocured  by  contract  Into  In 
accordance  with  this  Part  1921  shall  not 
be  taken  out  of  policyholder  premiums  or 
subject  to  any  cost-sharing  or  other  re¬ 
imbursement  by  the  Federal  Government 
unless  determined  by  the  Administrator 
to  have  been  Inadvertent  and  without  in¬ 
tention  or  negligence  on  the  Association’s 
part. 

§  1921.9  Method  of  prot  urement— com¬ 
petitive  bidding. 

(a)  Intent.  This  Part  is  Intended  to  re¬ 
sult  in  substantial  ccmpetitlon  among 
persons,  organizations  and  other  con¬ 
tractors  who  aspire  to  perform  services 
for  the  Program  under  contract  with  the 
Ass(x:lation;  therefore,  in  obtaining  the 
services  of  contractors,  ttie  Association 
shall  utilize  as  the  method  of  procure¬ 
ment,  “CcNtnpetitlve  Bidding,”  unless  the 
c(mtnBu;t  to  be  entered  into  is  one  oi  a 
kind  described  below  under  the  section 
relating  to  Competitive  Negotiations. 

(b)  Definition.  “Competitive  Bidding,” 
as  used  in  this  Part  1921,  shall  mean  the 
method  by  which  the  Association  pro- 
cmes  contracts,  including  servicing  com¬ 
pany  contracts,  through  solicitation  of 
bids  from  all  qualified  potential  contrac¬ 
tors  in  a  manner  calculated  to  assure 
full,  open  and  free  competition  amcmg 
all  qualified  bidders  as  set  forth  In  this 
Part. 

§  1921.10  Procedures  for  procurement 
of  bids. 

The  Assoclaticm  is  required  to  adhere 
to  the  following  procedures  in  securing 
bids  for  all  contracts  subject  to  the  pro¬ 
visions  of  this  section  and  S  1921.9: 

(a)  Advertisement.  ’The  Association 
shall  advertise  for  competitive  bids,  and 
supply  the  Admlnlstrat(»'  a  copy  of  such 
advertisement  at  the  time  it  is  published. 
Advertisements  for  such  competitive  bids 
shall  be  placed  in: 

(1)  At  least  one  newspaper  of  general 
circulation  published  in  each  of  the  fol¬ 
lowing  cities:  Washington,  D.C.;  New 
York,  New  York;  CThlcago,  Illinois;  and 
San  Francisco,  California;  and 

(2)  At  least  two  national  insurance 
trade  publications  such  as,  but  not  lim¬ 
ited  to,  the  National  Underwrlta-  (Prop¬ 
erty  and  Casualty  Edition) ,  Business  in¬ 
surance,  the  U.S.  Investor,  or  the  Week¬ 
ly  Underwriter. 

(b)  Time  period  for  bidding.  Every 
such  solicitaUon  for  bids  shall  provide 
sufficient  time  for  bidding,  and  in  no 
event  less  than  15  business  days  nor 
more  than  30  business  days. 

(c)  Description.  Every  such  solicita¬ 
tion  for  bids  shall  Include  a  clear  state¬ 
ment  of  work  to  be  performed  and/or 
a  description  of  materials  to  be  provided 
by  the  successful  bidder. 

(d)  Public  opening.  Every  such  invita¬ 
tion  for  bids  shall  specify  the  time  and 
idace  for  the  public  opening  of  bids  and 
shall  no^y  bidders  of  their  right  to  be 
present. 


§  1921.11  Procedures  for  treatment  of 
bids  obtained  under  competitive  bid¬ 
ding  after  receipt. 

(a)  Provision  shall  be  made  for  the 
receipt  of  bids  and  tor  such  bids  to  be 
maintained,  unopened,  in  a  secured, 
locked  bid  box. 

(b)  Only  bids  received  prior  to  the 
termination  date  shall  be  considered. 

(c)  Bids  shall  be  opoied  publicly  with¬ 
in  five  (5)  business  days  of  the  terml- 
naticHi  date  for  submission  at  the  time 
and  place  specified  in  the  invitation. 
Bids  shall  be  recorded  and  placed  in  an 
appropriate  file  which  shall  be  available 
for  Inspection  for  a  period  of  not  le.ss 
than  six  months  following  award. 

§  1921.12  Acceptance  of  bids  obtained 
under  competitive  bidding. 

(a)  Responsiveness.  Except  where  oth¬ 
erwise  provided  in  the  invitation  for  bids, 
a  bid  shall  be  deemed  responsive  to  the 
invitation  if  the  bid  price  is  Inserted  in 
the  space  allotted  to  such  ptirpose  and 
the  requiiements  of  the  Invitation  are 
met. 

(b)  Modifications.  No  bid  shall  be  con¬ 
sidered  if  the  bidder  imposes  conditions 
modifying  the  requirements  of  the  invi¬ 
tation,  limits  his  liability,  or  imposes  any 
other  condition  which  would  give  him  an 
advantage  over  other  bidders.  However, 
the  Association  may,  with  the  approval 
of  the  Administrator,  agree  to  such  mod¬ 
ifications  of  the  Standard  Servicing 
Company  Ccmtract  as  may  be  necessary 
or  appropriate  to  conclude  an  agreement 
in  a  particular  territory  in  which  event 
the  Association  shall  issue  a  new  ad¬ 
vertisement  for  bids  reflecting  the  modi¬ 
fication  and  relnstltute  the  procedures 
set  forth  at  §  1921.10. 

(c)  Awards.  The  Association  shall 
award  the  contract  as  soon  as  practicable 
after  opening  ot  the  bids  but  no  later 
than  30  days  from  the  opening  of  the 
bids  to  the  responsible  bidder  with  the 
lowest  price  whose  bid  conforms  to  all  of 
the  essential  provisions  of  the  invitation. 

(d)  Rejection  of  bids.  ’The  Association 
may  reject  all  bids  if  it  determines  that 
no  otherwise  responsible  bidder  has  bid 
an  acceptable  price  and  advises  the  Ad- 
mlnistratOT  in  writing  of  the  reasons 
therefor. 

(e)  Notification  of  award.  The  award 
shall  be  made  by  mailing  to  the  sugeess- 
ful  bidder  a  properly  executed  award 
document  or  notice  of  award.  If  an  ad¬ 
vance  notice  is  Issued,  it  shall  be  followed 
as  soon  as  possible  by  a  fo-mal  award 
document. 

§  1921.13  Competilivc  bidding  and  ollirr 
requirements. 

(a)  The  following  types  of  Association 
contracts  shall  be  subject  to  the  Com¬ 
petitive  Bidding  procedures  as  more  fully 
described  in  this  Part. 

(1)  Servicing  contracts.  A  Servicing 
contract  is  defined  as  any  contract  with 
Insurers  or  other  companies  or  their  suc¬ 
cessors  and  assigns  providing  for  the 
designation  oi  service  companies  to  act 
for  the  Association  pursuant  to  i  1912.7 
of  this  subchapter. 
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(2)  Computer  coutracts.  A  Computer 
Contract  is  defined  as  any  contract  for 
the  opo^tton  by  a  peracm.  organization 
or  oittty.  other  than  the  Association,  of 
the  Program  Computer  System  more 
fully  described  at  S  1913.5  of  this  sid>- 
chapter. 

(3)  Miscellaneous  contmets.  Any  con¬ 
tract  or  series  of  related  ccmtracts  hav¬ 
ing  an  aggregate  or  estimated  price  in 
excess  of  $50,000  and  mtered  into  for 
the  purpose  of  securing  procurement  of 
printing  or  photocopying  services,  fur¬ 
niture  (m:  other  similar  goods  and  smrviccs 
excepting  contracts  for  goods  and/or 
services  where  the  only  potenthd  sup¬ 
plier  is  a  regulated  utility  or  where  there 
are  three  or  less  potential  suwllers. 

(b)  In  order  to  fully  implement  the 
Competitive  Bidding  procedures,  the  fol¬ 
low!^  requirements  shall  apply: 

(1)  Servicino  contracts.  (1)  All  cur¬ 
rent  servicing  company  contracts  shall 
be  terminated  and  new  contracts  shall 
be  executed  on  a  staggering  basis  within 
eighteen  (18)  months  after  the  effective 
date  of  this  Part.  Except  for  the  States 
of  Florida.  Louisiana,  Pennsylvania. 
Texas,  Dlinote,  New  Jersey.  New  Tmk. 
Virginia,  Mississippi,  and  Callfomla,  new 
servicing  company  contracts  must  be 
executed  following  Competitive  Bidding 
within  nine  (9)  months  after  the  effec¬ 
tive  date  of  this  Part. 

(ii)  The  Administrator  and  the  Asso¬ 
ciation  Shan  aipree  on  a  Standard  Berw- 
iclng  Company  Contract  as  to  botti  form 
and  substance  setting  forth  the  terms 
and  conditions  of  such  contract. 

(2)  Contracts  tar  Computer  Systems. 
(1)  The  Assodatlcm  shall  advertise  for 
bids  for  a  Computer  System  on  or  be¬ 
fore  June  30,  1978;  and 

(ii)  The  terms  and  conditions  of  such 
contract  shall  be  on  a  form  approved  as 
to  both  form  and  substance  by  the 
Administrator. 

§  1921.14  Competitive  Negoliatioa. 

(a)  The  following  types  of  Association 
contracts  shaU  be  subject  to  the  Com¬ 
petitive  Negotiation  procedures  as  more 
fully  described  in  this  Part; 

(1)  Servicing  Contracts  as  described  in 
§  1921.13(a)  (1)  when  the  following  con¬ 
ditions  are  met; 

(1)  Such  cmitracts  will  service  an  area 
in  the  United  States  or  n.S.  territories 
with  5,000  or  fewer  Standard  Flood  In¬ 
surance  Policies  in  effect;  and 

(ii)  The  Association  makes  a  determl- 
nayon.  after  considering  the  number  of 
policies  in  force  in  relation  to  the  geo- 
grai^ic  area  and  the  number  of  insur¬ 
ance  facilities  availaUe  in  the  geograph¬ 
ical  area,  that  contracting  through  Com¬ 
petitive  Negotiation  is  in  the  best  inter¬ 
ests  of  the  National  Flood  Insurance 
Program,  the  public  and  the  Association. 

(2)  All  other  contracts  not  subject  to 
the  Competitive  Bidding  procedure  un¬ 
der  this  Part. 

§1921.15  Exempt  coulrarl(». 

(a)  Exemptions.  The  provisions  of  this 
Part  for  Procurement  lay  Competitive 
Bidding  or  Competitive  Negotiations,  or 
Advance  NotUicatim  to  the  Admlnis^a- 
tor  prior  to  contracting  are  not  a^^lica- 


ble  to  the  following  Association  rela¬ 
tionships; 

(1)  Insurance  adjustment  organiza¬ 
tions,  Provided,  That;  (1)  The  Associa¬ 
tion  utilizes  the  services  of  qualified 
Insurance  adjustment  organizations  se¬ 
lected  on  a  rotating  basis  in  which  event 
a  written  contract  shall  not  be  required. 

(ii)  No  insurance  adjustment  organi¬ 
zation  which  is  part  of  or  affiliated  with 
or  controlled  by  any  Association  member 
insurer  or  any  servicing  company  em¬ 
ployee  shall  be  employed  to  Investigate 
or  a^ust  flood  Insxirance  claims  except 
with  the  approval  of  the  Administrator 
in  connection  with  a  catastroidiic  event. 

(2)  Non-contractual  services  rendered 
by  insurance  agents,  brokers  and  non¬ 
member  insurers.  Provided,  That  the  As- 
sociatiem  and  its  servicing  companies  ac¬ 
cept  and  process  all  policy  applications 
or  policy  renewal  apt^eatlons  when  sub¬ 
mitted  in  proper  form  by  any  proper^ 
insurance  agent  or  broker  or  ncm-mem- 
ber  Insurer  qualified  to  do  business  in  the 
state  in  which  the  property  to  be  Insured 
is  located. 

(3)  Benices  to  be  rendered  by  accoun¬ 
tants.  attorneys  or  other 'iMOfesslonals, 
Provided.  That  the  Association  sheets  an 
professionals  in  a  manner  to  assure  that, 
where  feaslUe.  at  least  three  qualified 
professionals  are  thoroughly  considered. 

§  1921.16  Procedara  for  contrarting 
through  competitive  negotiation. 

**Contracting  throu^  Competitive  Ne¬ 
gotiation”  as  used  in  this  Pari  1921  shaD 
mean  the  method  by  which  the  Associa¬ 
tion  procures  contracts  pursuant  to  the 
fcdlowlng  procedures; 

(a)  Advertisement.  Where  competitive 
negotiations  are  used  for  servicing  com¬ 
pany  contract  procurements,  the  Asso- 
clatkm  shall  advertise  to  the  fullest  ex¬ 
tent  practicable  in  accordance  with  the 
procedures  set  forth  in  this  Part  for 
competitive  bidding. 

(b)  Solicitation.  Each  solicitation  by 
the  Association  for  a  proposal,  a  copy  of 
which  shall  be  d^vered  to  the  Adminis¬ 
trator  prior  to  solicitation,  shall  fully  de¬ 
scribe  the  criteria  for  evaluation. of  the 
responses  and  shall  require  that  re¬ 
sponses  be  divided  into  two  parts  as 
follows; 

(1)  Cost  elements,  and 

(2)  All  othor  elem^its. 

§  1921.17  Evaluation  of  proposals  «nl>- 
milted  through  romprtilivr  negotia¬ 
tion. 

(a)  Acceptability.  The  Association 
shall  evaluate  such  proposals  first  on  the 
basis  of  all  elements  other  than  cost  and 
shall  rank  them  in  the  order  of  accepta¬ 
bility.  Thereafter,  the  price  shall  be  con¬ 
sidered  by  the  Association. 

(b)  Price  considerations.  The  Associa¬ 
tion  shall,  where  applicable,  apply  some 
form  of  price  or  coi^  analysis  in  connec¬ 
tion  with  its  evaluation.  For  purposes  of 
such  an  evaluation; 

(1)  Price  Analysis  is  a  technique  for 
evaluating  prospective  price  without 
evaluation  of  cost  as  separate  elements. 
Including,  but  not  limited  to,  comparison 
of  the  price  quotations  submitted;  com¬ 
parison  of  prior  quotations  for  the  same 


or  similar  services  or  items;  use  of  rough 
yardstl^s  such  as  published  price  lists; 
and  comparison  of  proposed  price  with 
estimates  independently  developed  by 
Association  personnel. 

(2)  Cost  Analysis  means  the  evalua¬ 
tion  of  separate  cost  elements  of  a  cost 
proposal  and  of  the  judgmental  factors 
used  in  projecting  the  estimated  cost 
from  the  data  including,  but  not  limited 
to.  verification  of  the  cost  data;  the  ne¬ 
cessity  fm*  certain  costs;  and  the  basis 
for  allocation  of  overhead  costs. 

§  1921.18  Public  access  to  evaluations 
of  competitively  negotiated  contracts. 

The  Association  shall  adequately  docu¬ 
ment  and  make  available  for  public  in¬ 
spection  for  a  one-year  period  its  justifi¬ 
cations  for  acceptance  of  any  ctmtract 
price  or  proposal  and  such  ether  evalua¬ 
tion  factors  as  were  considered  by  the 
Association. 

§1921.19  Sole  source  procurement. 

Where  the  Association  has  fully  com¬ 
plied  with  the  provisions  of  this  Part  re¬ 
lated  to  Competitive  Bidding  and  Com¬ 
petitive  Negotiations,  as  apprc^rlate  and 
applicable,  and  has  been  unable  to  ob¬ 
tain  the  services  of  a  contraetcMr  using 
such  procedures,  the  Association  may. 
with  written  notifleatkm  to  the  Admln- 
IstraAor  of  the  reasons  therefor,  award 
the  contract,  after  negotiation,  to  a  sole 
source. 

18.  A  new  Part  1922  fas  added  to  read  as 
fcAows; 

PART  1922— UT1GATION  CONCERNING 
THE  NATIONAL  FL(X)0  INSURANCE 
, PROGRAM 

See. 

1922.1  Purpose  of  pert. 

1922g  DeUzUtlons. 

1922g  Litigation  Involving  the  Association. 

1922.4  Litigation  Invcrivlng  the  Administra¬ 

tor. 

1922J  Exdiange  (rf  views  regarding  litiga¬ 
tion. 

1922.5  DtaaUosnmce  of  Association  expenses 

incurred  to  Utlgate  claims  against 
the  Administrator. 

Adthosett:  National  nood  Insurance  Pro¬ 
gram  Act  of  19S8.  as  amended.  Pub.  L.  90-448C 
Flood  Disaster  Protection  Act  of  1973,  Pub.  L. 
93-234. 

§  1922.1  Purpose  of  Part. 

The  purpose  of  this  Partis  to  set  forth 
procedures  whereby  information  regard¬ 
ing  litigation  involving  the  program  shall 
be  exchanged  between  the  Association 
and  the  Department 

§  1922.2  Definitions. 

The  Definitions  set  forth  in  Part  1909 
of  this  subchapter  are  applicable  to  this 
Part. 

§  1922.3  l.irigation  involving  the  assoria- 
tion. 

(a)  Notification:  defendant  associa¬ 
tion.  It  the  Association,  any  of  Its  mem¬ 
bers  or  contractors,  are  made  a 
defendant  in  any  litigation  involving  the 
program,  the  Association  shall  immedi¬ 
ately  notify  the  Administrator.  Such  no¬ 
tice  shall  be  accompanied  by  a  c(vy  of 
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any  pleading  filed  or  received  by  the 
Associatlcm  at  the  date  of  notice.  There¬ 
after  the  Associathm  shall  provide  to  the 
Administrator  copies  of  all  relevant  docu¬ 
ments  as  filed  or  received  by  the  Asso¬ 
ciation  and  such  other  documents  as  the 
Administrator  may  reasonably  request.  ' 

(b)  Notification:  plaintiff  association. 
Except  in  the  case  of  actions  for  Injunc¬ 
tive  or  other  emergency  relief,  the  Asso¬ 
ciation  shall  notify  the  Administrator  at 
least  fifteen  (15)  days  in  advance  of  any 
litigation  which  it  Initiates,  or  which  any 
Association  member  or  contractor  Initi¬ 
ates  with  the  knowledge  of  the  Associa¬ 
tion.  against  any  pcu'ty  Involving  the 
Program.  Such  notice  shall  be  acccmi- 
panled  by  a  copy  of  the  proposed  com¬ 
plaint  and  any  other  Initial  pleadings. 
In  the  case  of  actions  for  Injunctive  or 
other  emergency  relief,  the  Association 
shall  provide  notice  and  copies  of  plead¬ 
ings  to  the  Administrator  as  soon  as  rea¬ 
sonably  practical 

§  1922.4  Litigation  involving  the  Admin¬ 
istrator. 

(a)  Notification:  defendant  Adminis¬ 
trator.  If  the  Administrator  Is  made  a 
defendant  In  any  lltlgathm  Invcdvlng  the 
program,  the  Administrator  shall  im¬ 
mediately  notify  the  Association  of  such 
litigatlcm.  Such  notice  shall  be  acccnn- 
panled  by  a  copy  of  the  pleadings  filed 
In  that  litigation  to  date  of  notice.  The 
Administrator  ^lall  thereafter  supply  to 
the  Association  copies  of  such  pleadings 
and  other  documents  and  related  Infor¬ 
mation  as  the  Association  may  reason¬ 
ably  request. 

(b)  Notification:  plaintiff  Administra¬ 
tor.  Except  In  the  case  of  actions  fm*  In- 
junctlve  relief  or  other  emergency  relief, 
the  Administrator  shall  notify  the  Asso- 
clatl<m  at  least  fifteen  (15)  days  in  ad¬ 
vance  of  any  litigation  which  the  Secre¬ 
tary.  the  Administrator,  or  which  agency 
or  Instrumentality  of  the  United  States 
Government  Initiates  with  the  knowledge 
of  the  Secretary  or  the  Administrator 
against  any  party  involving  the  National 
Flo(xi  Insurance  Program.  Ihe  notice 
shall  be  accompanied  by  a  copy  of  the 
proposed  complaint  or  other  initial 
pleading.  In  the  case  of  actions  for  In¬ 
junctive  or  other  emergency  relief  the 
Administrator  shall  provide  notice  and 
copies  of  pleadings  to  the  Association  as 
soon  as  reasonably  practical. 

§  1922.5  Exchange  of  views  regarding 
litigation. 

Ihe  Association  and  the  Administrator 
shall  ctmsult  with  respect  to  any  lltl^- 
tion  Involving  the  National  Flood  Insur¬ 
ance  Program  to  which  either  the  Secre¬ 
tary,  the  Administrator  or  any  agency  or 
Instnunentallty  of  the  Federal  Govern¬ 
ment.  or  the  Association  or  any  of  Its 
members  or  contractors,  is  a  party.  How¬ 
ever,  no  exchange  is  required  with  re¬ 
spect  to  any  litigation  in  which  the  Asso¬ 
ciation  and  the  Administrator  are  in  ad¬ 
verse  positi(ms. 

§  1 922.6  Disailow'ancc  of  association  ex¬ 
penses  incurred  to  litigate  claims 
against  the  Administrator. 

In  the  event  that  the  Association 
asserts  any  claim  against  the  Adminis¬ 


trator  In  litigation  Initiated  by  the 
United  State  Government  or  the  Asso¬ 
ciation  and  such  claim  Is  finally  decided 
against  the  Association,  then  all  costs. 
Including  attorneys  fees.  Incurred  by  the 
Association  in  preparing  for  and  In  con¬ 
ducting  such  litigation  shall  not  be 
aUowable  under  the  Balancing  Formula 
set  forth  In  this  Part,  nor  shall  such  costs 
be  paid  by  the  Association  out  of  policy¬ 
holder  premium  or  any  other  funds  held 
the  Assoclatimi  under  the  program  or 
subject  to  cost-sharing  or  otherwise  paid 
or  ultimately  to  be  paid  by  the  Admin¬ 
istrator. 

17.  A  new  Part  1923  Is  added  to  read 
as  set  forth  below: 

PART  1923— -FINANCIAL  ARRANGEMENT 
WITH  THE  ASSOCIATION 

Sec. 

1933.1  Purpose  of  part. 

1938.3  Definitions. 

1933.3  Establishment  of  departmental  tank 

fcHoe  to  assist  tbe  Administrator. 

1923.4  Collection  and  Investment  of  pollcy- 

bolder  premiums. 

1923A  Program  payments-letter  of  credit. 

1933.6  Determination  of  tbe  association's 

profit  or  loss. 

1923.7  Final  adjustment  for  participation 

year. 

1923.8,  Risk  capltaL 

1923.9  Qovenunent  Corporation  Control 

Act. 

1923.10  Bankruptcy  and  Insolvency. 

1923.11  Disputes. 

1923.12  DetMinlnation  of  allowable  share¬ 

able  operating  costs. 

1923.13  Retention  and  custodial  require¬ 

ments  for  records. 

1923.14  Standards  for  financial  manage¬ 

ment  systems. 

1923.16  Financial  reporting  requirements. 

1923.16  Property  management  standards. 

1923.17  Establishment  of  operational  proce¬ 

dures  and  guidelines. 

1923.18  Preparation  of  curating  budgets. 

Authositt:  National  Flood  Insurance  Act 
of  1968,  as  amended  Pub.  L.  90-448;  nood 
Disaster  Protection  Act  of  1973,  Pub.  L. 
93-234. 

§  1923.1  Purpose  of  pari. 

The  purpose  of  this  Part  is  to  set 
f<E'th  financial  controls  and  arrange¬ 
ments  to  Insure  the  ability  of  the  De¬ 
partment  to:  (a)  Determine  reasonable 
amounts  payable  to  the  Association  under 
the  program; 

(b)  Determine  fiood  insurance  pre¬ 
mium  rates; 

(c)  Prepare  financial  statements  of  the 
program’s  condition  and  results  of  its 
operations;  and 

(d)  Make  management  decisions  con¬ 
sonant  at  all  times  with  the  needs  of  the 
program. 

§  1923.2  Definitions. 

In  addition  to  those  Definitions  set 
forth  In  Part  1909,  the  following  defini¬ 
tions  are  applicable  to  this  Part:  (a) 
“Operating  Costs”  means  all  costs  In¬ 
curred  for  the  relevant  accounting  period 
in  the  offering,  selling  and  servicing  of 
policies  of  flood  insurance,  including  ad¬ 
ministrative  costs  of  the  Association,  loss 
adjustment  expenses,  producers  commis¬ 
sions,  state  premium  taxes  and  similar 
charges  ^wd  reinsurance  premiums  but 
shall  not  include  any  amount  for  operat¬ 
ing  allowances. 


(b)  “Incurred  Losses”  means  the  ag¬ 
gregate  of  all  losses  on  proved  and  ap¬ 
proved  claims  Incurred  under  all  p<Mciee 
with  an  effective  date  diulng  the  ac¬ 
counting  period. 

(c)  “Participating  Year”  means  all 
policy  periods  for  all  policies  with  effec¬ 
tive  dates  during  the  accoimting  period. 

(d)  “Investment  Income”  means  in¬ 
terest  earned  during  the  accounting 
period  on  the  Association’s  Investments. 

(e)  "Shareable  Operating  Costs” 
means  operating  costs  less  producers’ 
commissions,  state  premium  taxes  and 
reinsurance  premium  payments. 

(f)  “Policy  Premiums”  means  the  ag¬ 
gregate  of  aU  flood  Insurance  premiiuns 
paid  or  payable  by  insureds  for  flood 
insurance. 

(g)  ‘Tollcyholder  Earned  Premiums” 
means  the  aggregate  of  flood  insurance 
premiums  paid  or  payable  by  insureds  for 
flood  Insurance  policy  periods  which  have 
expired. 

(h)  “Operating  Allowance”  means  the 
amount  of  funds  the  Association  shall  re¬ 
tain  in  accordance  with  S  1923.6(d) . 

(1)  “Risk  Capital”  means  the  amount 
of  fimds  the  Association’s  member  com¬ 
panies  shall  put  at  risk  to  pay  for  the 
Association’s  negative  operating  balance 
for  a  participation  year  as  determined  in 
S  1923.9. 

(J)  “Loss  Adjustment  Ehepenses”  means 
all  expenses  Incurred  In  the  settlement  of 
flood  Insiurance  Incurred  losses. 

(k)  “Negative  Operating  Balance  Re¬ 
duced  by  Loss  Reinsurance  Payments” 
the  amount  the  Association  pays 
the  Administrator  from  members’  ri^ 
capital  as  the  result  of  the  final  adjust¬ 
ment  of  a  participation  year. 

§  1923.3  Elfltablishment  of  drparlmrnlal 
task  force  to  assist  the  Administrator. 

(a)  Task  force  established.  The  Secre¬ 
tary  hereby  establishes  a  Task  Force  (the 
‘"rask  Force”)  to  advise  the  Adminis¬ 
trator  on  procedures  designed  to  assure 
that  financial  control  Is  regained  with  re¬ 
spect  to  the  Association’s  Program  Com¬ 
puter  System  and  such  other  financial 
aspects  as  are  essential  for  the  successful 
operation  of  the  program.  The  Task 
Force  shall  be  ccxniMriBed  of  members 
designated  by  the  Secretary. 

(b)  Function.  The  functions  of  the 
Task  Force  shall  Include,  but  not  be 
limited  to;  (1)  Advising  the  Administra¬ 
tor  on  the  issuance  of  Instructions  to  the 
Association  and  Its  contractors  for  the 
purpose  of  facilitating  the  establishmept 
of  financial  control. 

(2)  Suggesting  the  adoption  of  such 
recording  and  reporting  requirements  so 
as  to  enable  the  Administrator  to  obtain 
necessary  financial  and  statistical  data. 

(3)  Reviewing  and  evaluating  recom¬ 
mendations  of  the  Ass(x:latlon  and  its  ad¬ 
visors  regarding  the  operation  and  cor¬ 
rection  of  the  Program  Computer  System 
and  the  Association’s  other  financial  con¬ 
trols. 

(4)  Submitting  periodic  reports  to  the 
Administrator  on  ^e  status  of  the  Asso¬ 
ciation’s  Program  Computer  System. 

§  1923.4  Collertion  and  invt'^linrnl  of 
poliryholder  premiums. 

With  respect  to  collection  and  invest¬ 
ment  of  policy  holder  premiums,  the  As- 


FEDERAL  REGISTER,  VOL  42,  NO.  Ill— THURSDAY,  JUNE  9,  1977 


PROPOSED  RULES 


29701 


sociation  shall  have  the  (H>enitlonal  re¬ 
sponsibility  for  the  featerim  toveetment 
of  premiums  paid  by  policy  holders  and, 
until  a  final  adjustment  is  made  for 
the  Participation  Year  as  provided  In 
§  1923.8,  policyholder  premium  collected 
by  the  Association  during  such  Particlpa- 
ti(m  Year  (except  for  those  amounts  nec¬ 
essarily  on  hand  for  daily  operations) 
shall  be  invested  in  obligations  of  or  fully 
guaranteed  by  the  United  States  (w  any 
agency  or  instrumentality  thereof. 

g  1923.5  Program  paymeiil'» — Idler  of 
credit. 

(a)  Payment  of  costs.  During  an  ac¬ 
counting  period,  the  Association  shall 
make  payment  fmr  operating  costs  and 
incurred  losses  from  collected  policy¬ 
holder  premiums  and  Investment  income 
to  the  extent  su(di  sources  are  adequate. 

(b)  Issuance  of  letters  of  credit.  In  the 
event  that  collected  policy  holder  pre¬ 
miums  and  investment  Income  are  In- 
sufBcient  to  cover  pasrment  for  operating 
costs  and  incurred  losses  under  the  ivo- 
gram,  the  Administrator  shall  issue  a 
Letter  of  Credit  in  accordance  with  HUD 
Handbook  1900.23,  as  revised.  The  Ad¬ 
ministrator  shall  authorize  the  Associa¬ 
tion  to  make  daily  (»r  such  other  periodic 
drawdowns  against  the  Letter  of  Credit 
for  the  following  purposes : 

(1)  Payment  of  general  operating  ex¬ 
penses  reasonably  Incurred  by  the  Asso¬ 
ciation. 

•  (2)  Refunds  to  apfdlcants  from  paid 

premiums  when;  (1)  a  premium  is  exces- 

m  m—\ 
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slve;  (11)  the  appUcation  is  rejected  as 
Incomplete  or  ineligible;  or  (ill)  cancel¬ 
lation  of  the  insurance  ccmtract  occurs 
ftnri  a  return  premium  is  due. 

(3)  Paym^t  of  commissions  to  brok¬ 
ers  and  agents. 

(4)  Payment  of  claims  to  pidlcy- 
holders. 

(5)  Payment  of  reasimable  expenses 
incurred  in  the  adjustment,  investigation 
and  settlement  of  claims. 

§  1923.6  Determination  of  the  araoeia- 
tion's  profit  or  loss. 

(a)  Sfiarintf  of  costs.  The  Assoclatlcm's 
profit  or  loss  for  a  particular  participa¬ 
tion  year  shall  be  determined  by  taking 
the  sum  of:  (1)  The  Federal  share  of 
claims  payments  plus  shareable  <^)erat- 
ing  costs  (such  share  to  be  determined 
in  accordance  with  the  “Balancing  For¬ 
mula”  set  forth  in  paragraph  (b)  of  this 
section;  and 

(2)  earned  policyholder  premiums 
ascribed  to  such  participation  year;  and 

(3)  investment  income  earned  by  the 
Associatlcm  during  the  participation 
year;  and 

(4)  subtracting  from  such  sum  in¬ 
curred  losses  and  operating  costs  for  such 
participation  year. 

(b)  Balancing  of  losses  and  costs.  The 
“balancing  formula”  used  to  calculate 
the  Association’s  share  of  Incurred  losses 
and  shareable  costs  for  the  participation 
year  being  settled  is  as  follows: 

C.)  +  :f:/<-(5xZ)W) 


R.=Aasoclatlon’B  Sharing  Ratio  in  partlclpa- 
year  n 

1—R«= Admin  tstrator’a  Sharing  Ratio  la 
participation  yaar  n 

Ai  =  Participation  year  earned  policyholder 
premium  leu  premium  taxes  and  similar 
chargee,  producers  commlnlons,  reinsur¬ 
ance  premiums  and  hoped  for  underwrit¬ 
ing  profit  of  5%  of  policyholder  premiums 
Bi= Total  actual  Incurred  loosu  and  share¬ 
able  operating  costs  for  a  participation  year 
less  reinsurance  premium  (utlmated  ulti¬ 
mate  payments) 

Cl  =  Association's  actual  share  of  incurred 
losses  and  shareable  operating  costs  (mtl- 
mated  ultimate  payment)  for  a  participa¬ 
tion  year 

Ii  =Net  Investment  Income  earned  during  the 
first  la  months  of  a  participation  year 

S  =  25 

D,=: Policyholder  premium  In  participation 
year  n 
Limits: 

(a)  (Rt.-iH- .15) 

(b)  .96>g.^.0e 

Symbols: 
n  =  Current  year 
n  —  l  =  Previous  year 

i  =  l  =  the  tst  year  at  the  National  Flood 
Insurance  Program 

(c)  Payment  under  negative  operating 
balance.  It,  tor  the  particijMitlon  year 
being  Settled,  using  the  computation  re¬ 
ferred  to  in  paragraph  (b)  of  this  sec¬ 
tion,  the  Association  has  a  negative  op¬ 
erating  balance  in  excess  of  25  percent 


(25% )  of  pt^yhoUer  premiums  for  such 
participaticm  year,  the  Administrator 
shall  pay  the  amount  of  such  excess  to 
the  Association  as  excess  loss  reinsurance 
payments. 

(d)  Payment  under  positive  operating 
balance.  If  for  any  participating  year  the 
Association  has  a  positive  operating  bal¬ 
ance,  it  may  retain  out  of  such  balance 
as  an  operating  allowance,  for  such  uses 
as  its  governing  document  may  permit, 
an  amoimt  not  to  exceed  five  percent 
(5%)  of  the  policyholder  premiums  ap¬ 
plicable  to  the  same  period.  The  amount, 
if  any,  by  which  the  Association’s  oper¬ 
ating  balance  for  any  participating  year 
exceeds  five  percent  (5%)  of  policyholder 
premiums  shall  be  paid  to  the  Adminis¬ 
trator  to  be  held  in  a  Trust  and  Liability 
Account  for  the  payment  of  future  in¬ 
curred  losses,  operating  costs,  and  oper¬ 
ating  allowances  as  the  Administrator 
shall  allow  in  accordance  with  paragraph 

(e)  of  this  section,  and  until  so  paid  out. 
The  income  from  investments  shall  be 
available  for  the  same  purposes  as  the 
principal  thereof,  and  for  no  other  pur¬ 
pose.  Any  such  funds  remaining  at  the 
termination  of  this  Agreemmt  (includ¬ 
ing  any  renewal  thereof)  shaU,  after  the 
pairment  of  all  obligatlCNss  Incurred  for 
the  most  recent  participating  year  be 
paid  into  the  National  Flood  Insurance 
Fund. 
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(e)  Trust  and  hdbilityr  account.  If  for 
any  participating  year  the  Association 
does  not  have  an  operating  balance  suf¬ 
ficient  to  pay  an  operkting  tOlowance 
equal  to  five  percent  (5%)  of  the  poUcy- 
*hold»  premiums  applicaUe  to  the 
period,  it  shall  be  entitled  to  a  payment 
from  the  funds  previously  paid  to  the 
Administrate  in  an  amount,  not  exceed¬ 
ing  the  balance  of  such  funds  th^  held 
by  the  Administrator  for  such  purpose, 
sufficient  to  provide  Uie  Associatim  with 
an  operating  balance  equal  to  five  per¬ 
cent  (5%)  of  the  policyholder  premiums 
tor  such  period.  The  Associatkm  may 
freely  use  such  payment  tor  such  pur¬ 
poses  as  its  governing  d(x:ument  may 
permit. 

(f)  Excess  loss  reinsurance  payments. 
For  the  excess  loss  reinsurance  payments 
the  Association  shall  pay  to  the  Admin¬ 
istrator  a  reinsurance  premium  in  an 
amount  and  in  the  manner  whereby  the 
reinsurance  premium  shall  be  an  amount 
equal  to  the  sum  of: 

(1)  Four  and  <xie-tenth  percentum 
(4.1%)  of  the  poUcyhtMer  premiums 
for  flood  Insurance  in  areas  designated 
by  the  Administrator  as  areas  subject  to 
inland  flooding; 

(2)  Elcditeen  and  three-toiths  per 
centum  (18  J%)  of  the  poUcybokler  pre¬ 
miums  for  flood  Insurance  r»ovided  in 
areas  designated  by  the  AdministraUv^ 
as  subject  to  coastal  flooding. 

§  1923.7  Final  adjustment  for  participa¬ 
tion  year. 

(a)  Certification  and  adjustment. 
Thirty  (30)  days  after  the  receipt  of  a 
financial  statement  on  the  partlcipatkm 
year  being  settled,  the  Association  and 
the  Administrator  shall  make  a  final  ad¬ 
justment  of  accounts  fcH*  such  period  by 
making  the  computations  and  payments 
provided  for  in  this  Part  and  by  exclud¬ 
ing  any  (^lerating  costs  and  Incurred  los¬ 
ses  determined  not  to  be  shareable.  The 
financial  statement  delivered  to  the  Ad¬ 
ministrator  shall  be  certified  by  an  in¬ 
dependent  certified  public  accountant. 

(b)  Association  payments  binding  on 
Administrator.  For  purposes  of  this  sec¬ 
tion,  pasrments  made  by  the  Association 
for  settlements  and  loss  adjustments 
shall,  subject  to  audit,  be  binding  on  the 
Administrator. 

§  1923.8  B\>ik  capital. 

The  Association  shall  provide  a  mini¬ 
mum  of  $48  million  in  risk  capital  sub¬ 
scribed  by  its  member  ctnnpanies  for  the 
first  full  participation  year  after  the 
effective  date  of  these  regulations. 
Thereafter,  the  Association  shall  advise 
the  Administrator,  on  or  before  the  last 
day  of  the  sixth  month  of  each  Account¬ 
ing  Period,  of  the  minimum  aggregate 
amount  of  risk  capital  of  the  Association 
and  of  the  amount  of  risk  capital  sub¬ 
scribed  by  each  member  for  the  suc¬ 
ceeding  participation  year. 

§  1923.9  (^vcriuiirnt  CiorpwralioN  Con¬ 
trol  Act. 

While  the  Association  is  not  owned  or 
controlled  by  the  United  States  Govern¬ 
ment  or  any  agency  or  instrumentality 
thereof,  pursuant  to  Section  1373  of  the 
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National  Rood  Insurance  Act  of  1968, 
the  Administrator  is  obligated  to  comply 
with  the  requirements  of  the  Oovem- 
ment  Corporation  Ccmtrol  Act  (31  U^.C. 
847-849) .  As  a  result  of  its  contract  with 
the  Department,  the  Association  shall 
cooperate  with  the  Administrator  by 
furnishing  such  records  or  dociunents 
as  are  necessary  for  compliance  with 
that  Act. 

§  1923.10  Bankruptcy  and  inr>olvenry. 

All  pasrments  due  to  or  frmn  the  As¬ 
sociation  under  this  program  ^all  be 
made  without  dlmunlUon  because  of  the 
bankruptcy  or  Insolvency  of  any  As¬ 
sociation  member. 

§  1923.11  Disputes. 

Any  dispute  arising  out  of  the  Admin¬ 
istrator’s  failure  or  refusal  to  make  any 
payment  to  the  Association  imder 
§  1923A  or  s  1923.8  shall  be  resolved  as 
follows: 

(a)  Written  determination  and  appeal. 
The  Association  may  submit  a  written 
request  to  the  Administrator  seeking  a 
determination  relative  to  payments  due 
the  AssociaticHi  which  shall  answered 
by  the  Administrator  in  writing.  The  de- 
cislcm  of  the  Administrator  shall  be  final 
and  conclusive  unless  a  written  appeal 
is  submitted  to  the  Secretary  within  30 
days  after  the  date  of  receipt  by  the 
Association. 

(b)  Right  to  hearing.  In  coimection 
with  any  appeal,  the  Association  may  re¬ 
quest  and  shall  be  afforded  a  hearing 
before  a  Hearing  Officer  of  the  Depart¬ 
ment.  In  such  event,  the  Administrator 
nhA.li  be  represented  by  an  attorney  ap¬ 
pointed  by  the  General  Counsel.  The 
Hearing  Officer  shall  make  an  Initial 
determination  on  the  evidence  presented 
which  shall  become  final  within  thirty 
(30)  days  unless  reversed  or  modified  by 
the  Secretary  during  such  thirty  (30) 
day  period. 

(c)  Secretary’s  decision  final.  The  Sec¬ 
retary’s  decision  shall  be  final,  conclusive 
and  binding  (m  both  the  Administrator 
and  the  Association.  It  shall  also  be 
deemed  an  exhaustion  of  administrative 
remedies. 

(d)  ProhibiUon  against  toithhoiding 
payments.  Pending  final  decision  of  a 
dispute  under  this  section,  the  Admin¬ 
istrator  shall  not  withhold  any  undis¬ 
puted  pa3anents  or  portions  thereof  due 
the  Association  imder  S§  1923.5  and 
1923.8. 

§  1923.12  Dotemiiiialioii  u(  allo%«able 
shareable  operating  eosts. 

(a)  Advance  agreement.  The  Associa¬ 
tion  shall  seek  agreement  with  the  Ad¬ 
ministrator  prior  to  incurring  special  or 
imusual  costs  in  areas  where  the  allow¬ 
ability  of  such  costs  is  questionable.  No 
presumption  as  to  the  allowa;nce  or  dis¬ 
allowance  shall  be  based  on  the  absence 
of  such  a  prior  agreement. 

(b)  Reasonableness  of  cost.  For  pur¬ 
poses  of  determining  allowable  shareable 
operating  costs,  a  cost  is  reasonable  if. 
In  Its  nature  or  amount.  It  does  not  ex¬ 
ceed  that  which  would  be  reasonably  in¬ 


curred  in  the  ordinary  conduct  of  com¬ 
petitive  business. 

(c)  Crediting  of  cost.  The  applicable 
portion  of  any  income,  rebate,  allowance, 
and  other  credit  relating  to  any  allow¬ 
able  cost,  received  by  or  accrued  to  the 
Assoclatlcm,  shall  be  credited  to  the  Gov¬ 
ernment  either  as  a  cost  reduction  or  by 
cash  refimd,  as  appropriate. 

(d)  Applicability  of  Federal  procure¬ 
ment  regulations.  ’The  allowability  or 
unallowability  of  selected  items  of  cost 
shall  be  determined  in  accordance  with 
the  principles  and  standards  set  forth  in 
8Ulq>art  1-15.205  of  the  Federal  Procure¬ 
ment  Regulations  which  are  incorporat¬ 
ed  herein  by  reference.  Failure  to  treat 
any  item  of  cost  in  1-15.205  is  not  in¬ 
tended  to  imply  that  it  is  either  allow¬ 
able  or  unallowable. 

§  1923.13  Retention  and  eiisUHiial  re> 
quirenientH  for  records. 

(a)  Period  of  retention.  Fmancial  rec¬ 
ords,  supporting  documents,  statistical 
records,  and  aU  other  records  pertinent 
to  the  Agreement  shall  be  retained  for  a 
period  of  three  years,  except  where: 

(1)  Any  litigation,  claim  or  audit  is 
Initiated  before  the  expiration  of  the 
3-year  period,  the  records  shall  be  re¬ 
tained  imtil  all  litigation,  claims,  or  audit 
findings  involving  the  records  have  been 
resolved;  and 

(2)  Records  related  to  the  acquisition 
of  nonexpendable  property  acquired  with 
Federal  fimds  in  which  event  they  shall 
be  retained  for  3  years  after  final  dis¬ 
position  of  the  property. 

(3)  Records  are  transferred  to  or 
maintained  by  the  Federal  sponsoring 
agency. 

(b)  Use  of  microfilm.  The  Associatl<m 
may  substitute  microfilm  copies  in  lieu  of 
ori^al  records  in  (xnnplying  with  the 
provlsl<ms  of  this  section. 

(c)  Access.  ’The  Secretary,  the  Comp¬ 
troller  G^eral  of  the  United  States,  the 
Administrator,  or  any  duly  authorized 
representatives  shall  have  access  to  any 
pertinent  books,  documents,  papers,  and 
records  of  the  Association  for  the  pur¬ 
pose  of  conducting  audits  and  examina¬ 
tions. 

§  1923.14  Standards  fur  (iiianrial  man¬ 
agement  systems. 

(a)  The  Association  shall  design  and 
maintain  a  financial  management  sys¬ 
tem  and  records  so  as  to  provide  for: 

(1)  Accurate,  current  and  complete 
disclosure  and  auditing  of  the  financial 
status  of  the  program;  and 

(2)  Identification  and  recordatlcm  of 
the  source-  and  application  of  program 
funds;  and 

(3)  Elective  control  over  and  account¬ 
ability  for  all  funds,  property  and  other 
assets  oi  the  Association;  and 

(4)  Procedures  which  will  minimize 
the  time  lapse  between  the  transfer  of 
fimds  from  the  United  States  Treasury 
and  disbursement  by  the  Associatkm; 
and 

(5)  Procedures  for  determining  the 
reasimableness,  allowabUlty  and  alloca- 
blllty  oi  costs  in  accordance  with  the 
provisions  of  the  applicable  Federal  cost 


principles  provided  in  the  Federal  Pro¬ 
curement  Regulations  and  the  terms  of 
the  Agreement;  and 

(6)  A  systematic  method  to  assure 
timely  and  appropriate  respcmse  to  Ann 
Implementation  of  audit  recommenda¬ 
tions. 

(b)  The  Association’s  accounting  sys¬ 
tem  shall  meet  the  crltoria  established 
by  the  Ooieral  Accounting  Office  for 
approval  of  accounting  systems. 

§  1923.15  Financi*!  reporting  require¬ 
ments. 

<a)  ’The  Association  shAii  submit  the 
following  financial  reports  to  the  Ad¬ 
ministrator  <m  a  quarterly  basis : 

(1)  Statement  of  Cmvdition; 

<2)  Statement  of  Operations  (current 
quarter) ; 

<3)  Source  and  Application  of  Funds 
(current  quarter) ;  • 

(4)  Report  of  the  Associatkm’s  Oper¬ 
ating  Expenses  vs.  Budget. 

(b)  ’The  Association  ahAii  submit  the 
following  financial  reports  to  the  Ad¬ 
ministrator  (m  an  annual  basis: 

(1)  Statement  of  CTondltlon; 

(2)  Statement  of  Operations  (current 
year) ; 

(3)  Statement  of  Operations  (current 
year  by  participation  year) ; 

(4)  Statement  of  Operations  (incep¬ 
tion  to  date  by  partlcipatlim  year) ; 

(5)  Source  and  Ai^lloation  of  FHmds; 

(6)  Report  of  the  Assixiatlon’s  Operat¬ 
ing  Ebcpenses  vs.  Budget. 

(c)  Quarterly  and  annual  reports  shall 
be  sulxnltted  no  later  than  60  days  after 
the  end  of  each  period. 

(d)  The  Association’s  fiscal  year  shall 
coincide  with  the  Rscal  Year  of  the 
United  States  Government 

(e)  If  it  is  determined  by  the  Admin¬ 
istrator  that  the  Associatiim’s  account¬ 
ing  system  does  not  meet  the  Standards 
for  Financial  Managraient  outlined  in 
this  Part,  the  Association  shall  furnish 
such  additional  pertinent  information  as 
may  be  requested  by  the  Administrator’s 
written  notice  until  such  time  as  the  sys¬ 
tem  is  brought  up  to  standards. 

(f)  The  Administrator  is  authorized  to 
reproduce  any  financial  reports  received 
from  the  Association. 

§  1923.16  Property  management  stand¬ 
ards. 

All  Association  property  management 
standards  Aall  be  in  accordance  with 
OMB  Circular  No.  A-110,  Attachment  N. 

§  1923.17  Establishment  of  opt-rational 
procedures  and  guidelines. 

(a)  The  Association  shall  prepare  and 
establish  operational  proc^iues  and 
guidelines  in  conformance  with  the 
standards  hereby  established. 

(b)  ’The  Administrator  shall  review 
and  concur  with  the  operational  proce¬ 
dures  and  guidelines  so  established  In 
order  to  Insure  conformance  with  the 
standards  hereby  established. 

§  1923.18  Preparation  of  operating  bad- 
gets. 

(a)  ’Ihe  Association  shall  prepcue  an¬ 
nual  detailed  opwatlng  budgets  in  ac- 
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cordance  with  standards  approved  by  the 
Administrator. 

(b)  The  Administrator  shall  review 
and  concur  with  the  operating  budgets 
where  they  conform  with  the  standards 
established  pursuant  to  paragraph  (a) ,  of 
this  section  to  assure  that  an  advance 
agreement  in  reached  concerning  the 
reasonableness  and  allocability  of  pro¬ 
posed  expenditures. 

Issued  at  Washington,  D.C.,  June  1, 
1977. 

J.  Robert  Hunter, 

Acting  Federal 
Insurance  Administrator. 
STANDARD  FLOOD  INSURANCE  POLICY 

(Issued  Pursuant  to  the  National  Flood  In¬ 
surance  Act  of  1968,  or  Any  Acts  Amend¬ 
atory  Thereof) 

Insurance  Companies  Members  op  National 
Flood  Insurers  Association,  Arlington, 
Virginia 

(Herein  called  the  company) 
Dwelling  Building  and  Contents 
Appendix  X(f) 

In  consideration  of  the  payment  of  the 
premium,  in  reliance  upon  the  statements  in 
the  application  and  declarations  form  made  a 
part  hereof  and  subject  to  all  the  terms  of 
this  policy,  the  company  does  Insure  the  in¬ 
sured  named  and  legal  representatives,  to 
the  extent  of  the  actual  cash  value  of  the 
property  at  the  time  of  loss,  but  not  exceed¬ 
ing  the  amount  which  it  would  cost  to  repair 
or  replace  the  property  with  material  of  like 
kind  and  quality  within  a  reasonable  time 
after  such  loss,  without  allowance  for  any 
increased  cost  of  repair  or  reconstruction  by 
reason  of  any  ordinance  or  law  regulating 
construction  or  repair,  and  without  com¬ 
pensation  for  loss  resulting  from  interrup¬ 
tion  of  business  of  manufacture,  nor  in  any 
event  for  more  than  the  Interest  of  the  in¬ 
sured,  against  all  DIRECT  LOSS  BY  "FLOOD” 
as  defined  herein,  to  the  property  described 
while  located  or  contained  as  described  in  the 
application  and  declarations  form  attached 
hereto,  or  pro  rata  for  30  days  at  each  proper 
place  to  which  any  of  the  property  shall 
necessarily  be  removed  for  preservation  from 
the  peril  of  "Flood”,  but  not  elsewhere. 

Assignment  of  this  policy  shall  not  be  valid 
except  with  the  written  consent  of  this  Com¬ 
pany. 

Definition  of  "Flood” 

Wherever  in  this  policy  the  term  "flood” 
occurs.  It  shall  be  held  to  mean 

A.  A  general  and  temporary  condition  of 
partial  or  complete  Inundation  of  normally 
dry  land  areas  from ; 

1.  The  overflow  of  inland  or  tidal  waters. 

2.  The  unusual  and  rapid  accumulation  or 
runoff  of  surface  waters  from  any  source. 

3.  Mudslides  (l.e.  mudfiows)  which  are 
proxlmately  caused  or  precipitated  by  ac¬ 
cumulations  of  water  on  or  under  the  ground. 

B.  The  collapse  or  subsidence  of  land  along 
the  shore  of  a  lake  or  other  body  of  water  as 
a  result  of  erosion  or  undermining  caused  by 
waves  or  currents  of  water  exceeding  the 
cyclical  levels  which  result  in  flooding  as 
defined  in  A-1  above. 

Perils  Excluded 

This  Company  shall  not  be  liable  for  loss. — 

A.  By  (1)  rain,  snow,  sleet,  hall  or  water 
spray;  (2)  freezing,  thawing  or  by  the  pres¬ 
sure  or  weight  of  ice  or  Water,  except  where 
the  property  covered  has  been  simultaneously 
damaged  by  flood;  or  (3)  water,  moisture  or 
mudslide  damage  of  any  kind  resulting  pri¬ 


marily  from  conditions,  causes  or  occurrMices 
which  are  solely  related  to  the  described 
premlsea.  or  are  within  the  control  of  the  In¬ 
sured  (Including  but  not  limited  to  design, 
structural  or  mechanical  defects,  failures, 
stoppages  or  breakages  of  water  or  sewer  lines, 
drains,  pumps,  fixtures  or  equipment,  seep¬ 
age  or  backup  of  water,  or  hydrostatic  pres¬ 
sure)  or  any  condition  which  causes  flooding 
which  Is  substantially  confined  to  the  de¬ 
scribed  premises  or  properties  immediately 
adjacent  thereto; 

B.  Caused  directly  or  Indirectly  by  (1)  hos¬ 
tile  or  warlike  action  in  time  of  peace  or  war, 
including  action  In  hindering,  combating  or 
defending  against  an  actual,  impending  or 
expected  attack,  (a)  by  any  government  or 
sovereign  power  (de  Jure  or  de  facto),  or  by 
any  authority  maintaining  or  using  military, 
naval  or  air  fwces.  or  (b)  by  military,  naval 
or  air  fca-ces,  or  (c)  by  an  agent  of  any  such 
government,  power,  authority  or  forces,  it 
being  understood  that  any  discharge,  explo¬ 
sion  or  use  of  any  weapon  of  war  employing 
nuclear  fission  or  fusion  shall  be  conclusively 
presumed  to  be  such  a  hostile  or  warlike  ac¬ 
tion  by  such  a  government,  power,  authority 
or  forces;  (2)  insurrection,  rebellion,  revolu¬ 
tion.  civil  war,  usurped  power,  or  action 
taken  by  governmental  authority  in  hinder¬ 
ing,  combating  or  defending  against  such  an 
occurrence; 

C.  By  nuclear  reaction  or  nuclear  radiation 
or  radioactive  contamination,  all  whether 
controlled  or  uncontrolled,  or  due  to  any  act 
or  condition  incident  to  any  of  the  foregoing, 
whether  such  loss  be  direct  or  indirect,  proxi¬ 
mate  or  remote,  or  be  in  whole  or  in  part 
caused  by,  contributed  to,  or  aggravated  by 
the  peril  Insured  against  by  this  policy; 

D.  By  theft  or  by  fire,  windstorm,  explo¬ 
sion.  earthquake,  landslide  or  any  other  earth 
movement  except  such  mudslide  or  erosion 
as  is  covered  under  the  peril  of  flood; 

E.  Caused  by  or  resulting  from  power, 
heating  or  cooling  failure,  unless  such  failure 
results  from  phjrslcal  damage  to  power,  heat¬ 
ing  or  cooling  equipment  situated  on  prem¬ 
ises  where  the  property  covered  is  located, 
caused  by  the  peril  Insured  against; 

F.  Occasioned  directly  or  indirectly  by  en¬ 
forcement  of  any  local  or  state  ordinance  or 
law  regulating  the  construction,  repair  or 
demolition  of  building (s)  or  structure (s) ; 

a.  Caused  directly  or  Indirectly  by  neglect 
of  the  Insured  to  use  all  reasonable  means  to 
save  and  preserve  the  property  at  the  time  of 
and  after  an  occurrence  of  the  peril  Insured 
against  by  this  policy. 

Property  Covered 

A.  Dwelling. — The  term  “dwelling”  shall 
mean  a  residential  building  designed  for  the 
occupancy  of  frcMn  1  to  4  families  and  occu¬ 
pied  principally  for  dwelling  purposes  by  the 
number  of  families  stated  herein. 

When  the  Insurance  under  this  policy  cov¬ 
ers  a  dwelling,  such  Insurance  shall  Include 
additions  In  contact  therewith;  also,  if  the 
property  of  the  owner  of  the  described  dwell¬ 
ing  and  when  not  otherwise  covered,  building 
equipment,  fixtures  and  outdoor  equipment, 
all  pertaining  to  the  service  of  the  described 
premises  and  while  within  an  enclosed  struc¬ 
ture  located  on  the  described  premises;  also, 
materials  and  supplies  while  within  an  en¬ 
closed  structure  located  on  the  described 
premises  or  adjacent  thereto,  intended  for 
use  in  construction,  alteration  or  repair  of 
such  dwelling  or  appurtenant  private  struc¬ 
tures  on  the  described  premises. 

The  Insured  may  iqiply  up  to  10  percent  of 
the  amount  of  Insurance  applicable  to  the 
dwelling  covered  under  this  policy,  not  as  an 
addltliHial  amount  of  Insurance,  to  cover  loss 
to  appurtenant  private  structures  (other 
than  the  described  dwelling  and  additions  In 
contact  therewith)  located  on  the  described 


premises.  Ihls  extension  of  coverage  shall 
not  iq>ply  to  structures  (other  than  struc- 
tiu^  used  exclusively  for  private  garage  pur¬ 
poses)  which  are  rented  or  leased  In  whcXe  or 
In  part,  or  held  for  such  rental  or  lease,  to 
other  than  a  tenant  of  the  described  dwell¬ 
ing,  ox  which  are  used  in  whole  or  in  part  for 
commercial,  manufacturing  or  farming  pur¬ 
poses. 

B.  Contents. — When  the  Insurance  tinder 
this  policy  covers  contents,  such  insurance 
shall  cover  all  household  and  personal  prop¬ 
erty  usual  or  incidental  to  the  occupiancy  of 
the  premises  as  a  dwelling — except  other 
property  not  covered  under  the  provisions  of 
this  policy,  and  any  property  more  specifi¬ 
cally  covered  in  whole  or  in  part  by  other 
insurance  Including  the  peril  insured  against 
in  this  policy;  belonging  to  the  Insured  or 
members  of  the  Insured's  family  of  the  same 
household,  or  for  which  the  Insured  may  be 
liable,  or,  at  the  option  of  the  Insured,  be¬ 
longing  to  a  servant  or  guest  of  the  Insured; 
all  while  within  an  enclosed  structure  lo¬ 
cated  on  the  described  premises. 

The  Insured  may  apply  up  to  10%  of  the 
amount  of  Insurance  applicable  to  the  con¬ 
tents  covered  under  this  policy,  not  as  an 
additional  amount  of  Insurance,  as  follows; 

(a)  If  not  the  owner  of  the  described  prem¬ 
ises,  to  cover  loss  to  Improvement,  altera¬ 
tions.  and  additions  to  the  described  dwelling 
and  appurtenant  enclosed  private  structures 
as  described  above. 

(b)  If  an  individual  coudomlnum  unit 
owner  of  the  described  premises,  to  cover  loss 
to  the  interior  walls,  fioors,  and  ceilings  that 
are  not  otherwise  covered  under  a  condo¬ 
minium  association  policy  on  the  described 
dwelling  and  appurtenant  enclosed  private 
structures  as  described  above. 

Attach  Application  and  Declaration 
Form  here 

Dwelling  Building  and  (Contents 

This  Company  shall  not  be  liable  for  loss 
in  any  one  occurrence  for  more  than; 

1.  $500.00  in  the  aggregate  on  paintings, 
etchings,  pictures,  tapestries,  art  glass  win¬ 
dows  and  other  works  of  art  (such  as  but  not 
limited  to  statuary,  marbles,  bronzes,  antique 
furniture,  rare  books,  antique  silver,  porce¬ 
lains,  rare  glass  or  bric-a-brac); 

2.  $500.00  in  the  aggregate  on  Jewelry, 
watches,  necklaces,  bracelets,  gems,  precious 
and  semi-precious  stones,  articles  of  gold, 
silver  or  platinum  and  furs  or  any  article 
containing  fur  which  represents  its  principal 
value. 

C.  Debris  Removal. — This  Insurance  covers 
expense  inciiped  in  the  removal  of  debris  of 
or  on  the  awelling,  appurtenant  enclosed 
private  structures  or  contents  covered  here¬ 
under,  which  may  be  occasioned  by  loss 
caused  by  the  peril  Insured  against  in  this 
policy. 

The  total  liability  under  this  policy  for 
both  loss  to  pri^rty  and  debris  removal  ex¬ 
pense  shall  not  exceed  the  amount  of  insur¬ 
ance  applying  under  this  policy  to  the  prop¬ 
erty  covered. 

Property  Not  CkivERED 

This  policy  shall  not  cover. — A.  Accounts, 
bills,  currency,  deeds,  evidences  of  debt, 
money,  securities,  bullion,  manuscripts  or 
other  valuable  papers  or  records,  numismatic 
or  philatelic  property. 

B.  Fences,  retaining  walls,  seawalls,  out¬ 
door  swimming  pools,  bulkheads,  wharves, 
piers,  bridges,  docks;  other  open  structures 
located  on  or  partially  over  water;  or  personal 
property  in  the  open. 

C.  Land  values;  lawn,  trees,  shrubs  or 
plants,  growing  crops,  or  livestock;  under¬ 
ground  structures  or  underground  equip¬ 
ment.  and  those  portions  of  walks,  driveways 
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and  other  paved  stirfaces  outside  the  founds* 
tk>n  walls  of  the  structure. 

D.  Animals,  birds,  fish,  aircraft,  motor  ve¬ 
hicles  (other  than  motorized  equipment  per¬ 
taining  to  the  service  of  the  premises  and 
not  licensed  for  highway  use),  trailers  on 
wheels,  watercraft  Including  their  fiumlsh- 
ings  and  equipment;  or  business  property. 

,  Deductibles 

A.  With  respect  to  loss  to  the  dwelling,  ap¬ 
purtenant  enclosed  private  structures  or 
debris  removal  covered  hereunder,  this  Com¬ 
pany  shall  be  liable  for  only  the  amount  of 
loss  In  any  one  occurrence  whlcdi  Is  In  excess 
of  (a)  $200,  or  (b)  2%  of  the  amount  of  loss 
to  the  dwelling,  whichever  Is  the  greater. 

B.  With  respect  to  loss  to  contents  or  debris 
removal  covered  hereunder,  this  Company 
shall  be  liable  for  only  the  amoimt  of  loss 
In  any  one  occxirrence  which  Is  In  excess  of 
(a)  $^,  or  (b)  2%  ot  the  amount  of  loss  to 
the  contents,  whichever  Is  the  greater. 

Replacement  Cost  Phovision 

With  respect  only  to  a  Single  Family 
Dwelling  Structvue  covered  hereunder,  the 
term  "actual  cash  value”  shall  mean  replace¬ 
ment  cost,  subject  to  following  provisions. 
Outdoor  radio  and  television  antennas  and 
aerials,  carpeting,  awnings,  domestic  appli¬ 
ances  and  outdoor  equipment,  all  whether 
attached  to  the  building  structiure  or  not, 
are  excluded  frcm  these  provisions. 

A.  If  at  the  time  of  loss  the  whole  amotint 
of  Insiuance  applicable  to  said  building 
structure  Is  80%  or  more  of  the  full  r^lace- 
ment  cost  of  such  building  structure,  or  Is 
the  TTiftTiimim  amoimt  of  Insurance  availa¬ 
ble  under  the  National  Flood  Insurance  Pro¬ 
gram,  the  coverage  of  this  policy  iqipllcable 
to  such  building  structure  is  extended  to 
Include  the  full  cost  of  repair  or  r^lacement 
(without  deduction  for  depreciation). 

B.  If  at  the  time  of  loss  the  whole  amount 
of  Insurance  af^llcable  to  said  building 
structiue  Is  less  than  80%  of  the  full  re¬ 
placement  cost  of  such  building  structure 
and  less  than  the  maximum  amoimt  of  insur¬ 
ance  available  under  the  National  Flood  In¬ 
surance  Program,  this  Company’s  liability  for 
loss  under  this  policy  shall  not  exceed  the 
larger  of  the  following  amounts : 

1.  The  actual  cash  value  of  that  part  of 
the  building  structure  damaged  ix  de¬ 
stroyed;  or 

2.  (a)  That  proportion  of  the  full  cost  of 
repair  or  replacement  without  deduction  for 
depreciation  of  that  part  of  the  building 
structure  damaged  or  destroyed,  whicdi  the 
whole  amount  of  Insurance  i^plicable  to 
said  building  structure  bears  to  80%  of  the 
full  replacement  cost  of  such  building  struc¬ 
ture;  or 

(b)  The  maximum  amount  of  Insurance 
available  under  the  National  Flood  Insur¬ 
ance  Program,  whichever  Is  larger. 

C.  This  Company’s  liability  for  loss  under 
this  policy  shall  not  exceed  the  smallest  of 
the  following  amounts; 

1.  The  limit  of  liability  of  this  policy  ap¬ 
plicable  to  the  damaged  or  destroyed  build¬ 
ing  structure; 

2.  The  replacement  cost  of  the  building 
structure  of  any  part  thereof  identical  with 
such  building  structure  on  the  same  prem¬ 
ises  and  mtended  for  the  same  occupany  and 
use;  or 

3.  The  amount  actually  and  necessarily 
expended  in  repairing  or  replacing  said 
building  structure  or  any  part  thereof  in¬ 
tended  for  the  same  occupancy  and  use. 

D.  When  the  full  cost  of  repair  or  replace¬ 
ment  is  more  than  $1,000  or  more  than  6% 
of  the  whole  amount  of  Insurance  applicable 
to  said  building  structure,  this  Company 
shall  not  be  liable  for  any  loss  under  para¬ 
graph  A  or  "Ubparagraph  2  of  paragraph  B 


of  these  provlsloiM  unless  and  until  actual 
repair  or  replacement  Is  completed. 

B.  In  determining  If  the  whtde  amount  of 
Insurance  appllcaMe  to  said  building  struc¬ 
ture  is  80%  or  more  of  the  full  r^lacement 
cost  at  such  building  structure,  the  cost  of 
excavations,  underground  flues  and  pipes, 
underground  wiring  and  drains,  and  tnlck, 
stone  and  concrete  foundations,  piers  and 
other  supports  which  are  below  the  under 
surface  of  the  lowest  basement  floor,  or 
where  there  is  no  basement,  which  are  be¬ 
low  the  surface  of  the  ground  inside  the 
foundation  walls,  shall  be  disregarded. 

F.  The  Named  Insured  may  elect  to  dlare- 
gard  this  condition  In  making  claim  hereun¬ 
der,  but  such  election  shall  not  prejudice 
the  Named  Insured’s  right  to  make  further 
claim  within  180  days  after  loss  for  any  ad¬ 
ditional  liability  brought  about  by  these 
provisions. 

OxNEXAL  Conditions  and  Pbovisions 

A.  Pair  and  Set  Clause. — ^If  there  Is  loss 
of  an  article  which  Is  part  of  a  pair  or  set, 
the  measure  of  loss  shall  be  a  reasonable 
fair  proportion  of  the  total  value  of  the  pair 
or  set,  giving  consideration  to  the  Importance 
of  said  article,  but  such  loss  shall  not  be  con¬ 
strued  to  mean  total  loss  of  the  pair  or  sat. 

B.  Concealment,  Fraud. — ^Thls  entire  policy 
shall  be  void  If,  whether  before  or  after  a  loss, 
the  Insured  has  willfully  concealed  or  mis¬ 
represented  any  material  fact  in’  circum¬ 
stance  concerning  this  Insurance  or  the  sub¬ 
ject  thereof,  or  the  Interest  of  the  Insured 
therein,  or  In  case  of  any  fraud  or  false 
swearing  by  the  Insured  relating  thereto. 

C.  Other  Insurance. — This  Cknupony  shall 
not  be  liable  for  a  greater  proportion  ot  any 
loss,  less  the  amount  of  deductible,  from  the 
peril  of  flood  than  the  amount  of  Insurance 
under  this  policy  bears  to  the  whole  amount 
of  flood  insurance  (excluding  therefrom  any 
amount  of  "excess  Insurance’’  as  hereinafter 
defined)  covering  the  property,  or  which 
would  have  covered  the  property  except  for 
the  existence  of  this  Insurance,  whether  col¬ 
lectible  or  not. 

In  the  event  that  the  whole  amount  of 
fiood  Insurance  (excluding  th^^from  any 
amount  of  "excess  Insurance”  as  hereinafter 
defined)  covering  the  property  exceeds  the 
maximum  amount  of  Insurance  permitted 
under  the  provisions  of  the  National  Flood 
Insurance  Act  of  1968,  or  any  acts  amenda¬ 
tory  thereof.  It  Is  hereby  understood  and 
agreed  that  the  Insurance  under  this  policy 
shall  be  limited  to  a  proportionate  share  of 
the  maximum  amount  of  Insurance  per*- 
mltted  on  such  property  under  said  Act,  and 
that  a  refund  of  any  extra  premium  paid, 
ciHnputed  on  a  pro  rata  basis,  shall  be  mi^le 
by  this  Company  upon  request  In  writing 
submitted  not  later  than  2  years  after  the 
expiration  ot  the  policy  term  during  which 
such  extra  amount  of  insurance  was  in  effect. 

“Excess  Insurance”  as  used  herein  shall  be 
held  to  mean  Insurance  of  such  part  of  the 
actual  cash  value  of  the  property  as  is  In 
excess  of  the  maximum  amount  of  insurance 
permitted  under  the  said  Act  with  respect  to 
such  property. 

"  D.  Added  and  Waiver  Provisions. — The  ex¬ 
tent  of.  the  application  of  Insurance  under 
,thls  policy  and  of  the  contribution  to  be 
'made  by  this  Company  In  case  of  loss,  and 
any  other  provision  or  agreement  not  Incon¬ 
sistent  with  the  provisions  of  this  policy, 
may  be  provided  for  in  writing  added  hereto, 
but  no  provision  may  be  waived  except  such 
as  by  the  terms  of  this  policy  is  subject  to 
change. 

No  permission  affecting  this  insurance  shall 
exist,  or  waiver  of  any  provision  be  valid, 
unless  granted  herein  or  expressed  In  writing 
added  hereto.  No  provision,  stipulation  or 
forfeiture  shall  be  held  to  be  waived  by  any 


requirement  or  proceeding  on  the  part  of  this 
Oompcmy  relating  to  appraisal  or  to  any  ex¬ 
amination  provided  for  ber^n. 

B.  OancellaUon  of  Policy  or  Reduction  In 
Amount  of  Insurance. — This  policy  may  be 
cancelled  at  any  time  at  the  request  of  the 
Insured,  In  which  case  this  Company  shall, 
upon  demand  and  surrender  of  this  policy, 
refund  the  excess  of  paid  premiums  above  the 
customary  short  rates  for  the  expired  time; 
provided,  however,  that  the  premium  paid 
for  the  then  current  policy  term  shall  be  fully 
earned  If  the  Insur^  retains  an  Interest  in 
the  property  covered  at  the  location  described 
In  the  application  and  declarations  form. 

The  amount  of  Insurance  under  this  policy 
may  be  reduced  at  any  time  at  the  request 
of  the  Insured,  In  which  case  this  Company 
shall,  upon  demand,  refund  the  excess  of 
paid  premiums  above  the  customary  short 
rates  for  the  expired  time  for  the  amount  of 
the  reduction;  provided,  however,  that  the 
premium  paid  for  the  then  current  -policy 
term  shall  be  fully  earned  to  the  extent  that 
the  Insured  retains  an  interest  In  the  prop¬ 
erty  covered  at  the  location  described  in  the 
application  and  declarations  form. 

This  policy  may  be  cancelled  by  this  Com¬ 
pany  for  non-payment  of  the  premium  by 
giving  to  the  Insured  a  20-days’  written 
notice  of  cancellation. 

F.  Conditions  Suspending  or  Restricting 
Insurance. — ^Unless  otherwise  provided  In 
writing  added  hereto;  this  Company  shall  not 
be  liable  for  loss  occurring  while  the  hazard 
Is  Increased  by  any  means  within  the  control 
of  knowledge  of  the  insured,  provided,  how¬ 
ever,  this  Insurance  shall  not  be  prejudiced 
by  any  act  or  neglect  of  any  person  (other 
than  the  Insured),  when  such  act  or  neglect 
Is  not  within  the  control  of  the  Insured. 

O.  Alterations  and  Repairs. — Permission  is 
granted  to  make  alterations,  additions  and 
repairs,  and  to  con^lete  structures  In  course 
construction.  In  the  event  of  loss  here¬ 
under,  the  Insured  is  permitted  to  make  rea¬ 
sonable  repairs,  temporary  or  permanent, 
provided  such  repairs  are  confined  solely  to 
the  protection  of  the  property  from  further 
damage  and  provided  further  that  the  In¬ 
sured  shall  keep  an  accurate  record  of  such 
repair  expenditures.  ’The  cost  of  any  such  re¬ 
pairs  directly  attributable  to  damage  by  the 
peril  Insured  against  shall  be  included  In  de¬ 
termining  the  amount  of  loss  hereunder. 
Nothing  herein  contained  Is  Intended  to 
modify  the  policy  requirements  applicable  In 
case  loss  occurs,  and  In  particular  the  re¬ 
quirement  that  In  case  loss  occurs  the  In¬ 
sured  shall  protect  the  property  from  further 
damage. 

H.  Property  of  Others. — Unless  otherwise 
provided  In  writing  added  hereto,  loss  to  any 
property  of  others  covered  under  this  policy 
shall  be  adjusted  with  the  Insured  for  the 
account  of  the  owners  of  said  property,  ex¬ 
cept  that  the  right  to  adjust  such  loss  with 
said  owners  is  reserved  to  this  Company. 
Any  such  insurance  under  this  policy  shall 
not  Inure  directly  or  Indirectly  to  the  benefit 
of  an  carrier  or  other  bailee  for  hire. 

I.  Liberalization  Clause. — ^If  during  the 
period  that  Insurance  Is  in  force  under  this 
policy,  or  within  45  days  prior  to  the  incep¬ 
tion  date  thereof,  on  behalf  of  this  Company 
there  by  adopted  under  the  National  Flood 
Insurance  Act  of  1968,  or  any  acts  amenda¬ 
tory  thereof,  any  forms,  endorsements,  rules 
or  regulations  by  which  this  policy  could  be 
extended  or  broadened,  without  additional 
premium  charge,  by  endorsement  or  sub¬ 
stitution  of  form,  then  such  extended  or 
broadened  Insurance  shall  Inure  to  the  bene¬ 
fit  of  the  Insured  hereunder  as  though  such 
endors«neut  or  ■  substitution  of  form  had 
been  made. 

J.  Statutory  Provisions. — Any  terms  of  this 
policy  which  are  In  conflict  with  the  statutes 
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of  the  State  wherein  the  property  Is  located 
are  hereby  amended  to  conform  to  such 
statutes,  except  that  In  cases  of  conflict  with 
applicable  Federal  law  or  regulation,  such 
Federal  law  or  regulation  shall  control  the 
terms  of  this  policy. 

K.  Loss  Clause. — Payment  of  any  loss  under 
this  policy  shall  not  reduce  the  amount  of 
Insurance  applicable  to  any  other  loss  during 
the  policy  term  which  arises  out  of  a  sepa¬ 
rate  occtirrence  of  the  peril  Insured  against 
hereunder:  provided,  that  all  loss  arising 
out  of  a  continuous  of  protracted  occurrence 
shall  be  deemed  to  constitute  loss  arising  out 
of  a  single  occurrence. 

L.  Mortgage  Clause. — Applicable  to  build¬ 
ing  Items  only  and- effective  only  when  policy 
Is  made  payable  to  a  mortgagee  ((m-  trustee) 
named  In  the  application  and  declarations 
form  atached  to  this  policy. 

Loss,  If  any,  under  this  policy,  shall  be 
payable  to  the  aforesaid  as  mortgagee  (or 
tnistee)  as  interest  may  appear  under  all 
present  or  future  mortgages  upon  the  prop¬ 
erty  described  In  which  the  afcH?esald  may 
have  an  Interest  as  mortgagee  (or  tnistee) ,  In 
order  of  precedence  of  said  mortgages,  and 
this  Insurance,  as  to  the  Interest  of  the 
mortgagee  (m*  trustee)  only  therein,  shall 
not  be  Invalidated  by  any  act  or  neglect  of 
the  mortgagor  or  owner  of  the  described 
property,  nor  by  any  foreclosure  or  other 
proceedings  or  notice  of  sale  relating  to  the 
prc^rty,  nor  by  any  change  In  the  title  or 
ownership  of  the  property,  nor  by  the  occupa¬ 
tion  of  the  premises  for  purposes  more 
hazardous  than  are  permitted  by  this  policy; 
provided,  that  In  case  the  mcurtgagor  or  owner 
shall  neglect  to  pay  any  prMnlum  due  under 
this  policy,  the  mortgagee  (or  trustee)  shall, 
on  demand,  pay  the  same. 

Provided,  also,  that  the  mortgagee  (or 
trustee)  shall  notify  this  Company  of  any 
change  of  ownership  or  occupancy  or  increase 
of  hazard  which  shall  come  to  the  knowledge 
of  said  mortgagee  (or  trustee)  and,  unless 
permitted  by  this  policy.  It  shall  be  noted 
thereon  and  the  mortgagee  (or  trustee)  shall, 
on  demand,  pay  the  premium  for  such  In¬ 
creased  hazard  for  the  term  of  the  use 
thereof;  otherwise  this  policy  shall  be  ntiU 
and  void. 

If  this  policy  Is  cancelled  by  this  Company, 
It  shMl  continue  In  force  for  the  benefit  only 
of  the  mortgagee  (or  trustee)  for  20  days 
after  written  notice  to  the  mortgagee  (or 
trustee)  of  such  cancellation  and  shall  then 
cease,  and  this  Company  shall  have  the  light, 
on  like  notice,  to  cancel  this  agreement. 

Whenever  this  Company  shall  pay  the 
mortgagee  (or  trxistee)  any  sum  for  loss 
under  this  policy  and  shall  claim  that,  as  to 
the  mortgagor  or  owner,  no  liability  therefor 
existed,  this  Company  shall,  to  the  extent  of 
such  payment,  be  thereupon  legally  sub¬ 
rogated  to  all  the  rights  of  the  party  to 
whom  such  payment  shall  be  made,  under  all 
securities  held  as  collateral  to  the  mortgage 
debt,  or  may,  at  Its  option,  pay  to  the  mort¬ 
gagee  (or  trustee)  the  whole  principal  due 
or  to  grow  due  on  the  mortgage  with  Interest, 
and  shall  thereupon  receive  a  full  assignment 
and  transfer  of  the  mortgage  and  of  all  such 
other  securities;  but  no  subrogation  shall  Im¬ 
pair  the  right  of  the  mm-tgagee  (or  trustee) 
to  recover  the  full  amount  of  said  mort¬ 
gagee's  (or  trustee’s)  clali]^. 

M.  Mcoigagee  Obligations. — If  the  Insured 
falls  to  render  proof  of  loss,  the  named  mort¬ 
gagee  (or  trustee),  upon  notice,  shall  render 
proof  of  loss  In  the  form  herein  specifled 
within  60  dajrs  thereafter  and  shall  be  subject 
to  the  provisions  of  this  policy  relating  to 
appraisal  and  time  of  payment  and  of  bring¬ 
ing  suit. 

N.  Requirements  In  Case  of  Loss. — The  In¬ 
sured  shall  give  written  notice,  as  soon  as 
practicable,  to  this  Company  of  any  loss,  pro¬ 
tect  the  property  from  further  damage,  forth¬ 


with  separate  the  damaged  and  undamaged 
property  and  put  It  In  the  beet  possible  order. 
Within  00  days  after  the  loss,  xmless  such 
time  is  extended  In  writing  by  this  Company, 
the  Insured  shall  render  to  this  Company  a 
proof  of  loss,  signed  and  swm-n  to  by  the  In¬ 
sured,  stating  the  knowledge  and  belief  of  the 
Insured  as  to  the  following:  the  time  and 
origin  of  the  loss,  the  Interest  of  the  Insured 
and  of  all  others  In  the  property,  the  actual 
cash  value  of  each  item  thraeof  and  the 
amount  of  loss  thereto,  all  encumbrances 
thereon,  all  other  contracts  of  Insurance, 
whether  valid  or  not,  covering  any  of  said 
pr(^>erty,  any  changes  In  the  title,  use,  oc¬ 
cupation,  location,  possession  or  exposures  of 
said  property  since  the  Issuing  of  this  policy, 
by  whom  and  for  what  purpose  any  building 
herein  described  and  the  several  parts  thereof 
were  occupied  at  the  time  of  loss.  The  In¬ 
sured.  at  the  (^Uon  of  this  Company,  may  be 
required  to  furnish  a  complete  Inventory  of 
the  destroyed,  damaged  and  undamaged 
property,  showing  In  detail  quantities,  costa, 
actual  cash  value  and  amount  of  loss 
claimed,  and  verified  plans  and  specifications 
of  any  btUldlng,  flxtures  or  machinery  de¬ 
stroyed  or  damaged. 

The  Insured,  as  often  as  may  be  reasonably 
required,  shall  exhibit  to  any  person  desig¬ 
nated  by  this  Company  all  that  remains  of 
any  property  herein  described,  and  submit  to 
examinatlohs  under  oath  by  any  person 
named  by  this  Company,  and  subscribe  the 
same;  imd,  as  often  as  may  be  reasonably  re¬ 
quired.  shall  {HToduce  tor  examination  all 
books  of  account,  bills.  Invoices  and  other 
vouchers,  or  certlfled  copies  thereof  If  orig¬ 
inals  be  lost,  at  such  reasonable  time  and 
place  as  may  be  designated  by  this  Company 
or  its  representative,  and  shall  permit  ex¬ 
tracts  and  copies  thereof  to  be  made. 

O.  Appraisal. — In  case  the  Insured  and  this 
Company  shall  fall  to  agree  as  to  the  actual 
cash  value  or  the  amount  of  loss,  then,  on  the 
written  demand  either,  each  shall  select 
a  competent  and  disinterested  i^pralser  and 
notify  the  other  of  the  apjMalser  selected 
within  20  days  of  such  demand.  The  ap¬ 
praisers  shall  first  select  a  competent  and 
disinterested  umpire;  and  falling  for  16  days 
to  agree  upon  such  lunplre,  then,  on  request 
of  the  Insxired  or  this  Company,  such  um¬ 
pire  shall  be  selected  by  a  Judge  of  a  court 
of  record  in  the  State  In  which  the  Insured 
prc^rty  Is  located.  The  ai^iralsers  shall  then 
appraise  the  loss,  stating  separately  actual 
cash  value  and  loss  to  each  Item;  and,  falling 
to  agree,  shall  submit  their  differences,  only, 
to  the  umpire.  An  sward  In  writing,  so  Item¬ 
ized,  of  any  two  when  filed  with  this  Com¬ 
pany  shall  determine  the  amount  of  actual 
cash  value  and  loss.  Each  appraiser  shall  be 
paid  by  the  party  selecting  him  and  the  ex¬ 
penses  of  appraisal  and  umpire  shall  be  paid 
by  the  parties  equally. 

P.  Company’s  Options. — ^It  shall  be  op¬ 
tional  with  this  Company  to  take  all,  or  any 
part,  of  the  pn^rty  at  the  agreed  or  ap¬ 
praised  value,  and  also  to  repair,  rebuild  or 
replace  the  propeity  destroyed  or  damaged 
with  other  of  like  kind  and  quality  within  a 
rettsonable  time,  on  giving  notice  of  Its  Inten¬ 
tion  so  to  do  within  30  days  after  the  receipt 
of  the  proof  of  loss  herein  required. 

Q.  Abandonment. — There  shall  be  no  aban- 
doment  to  this  CcHnpany  of  any  property. 

B.  When  Loss  Payable. — ^The  amount  of  loss 
for  which  this  Company  may  be  liable  shall 
be  payable  60  days  after  proof  of  loss,  as 
herein  provided.  Is  received  by  this  Company 
and  ascertainment  of  the  loss  Is  made  either 
by  agreement  between  the  Insured  and  this 
Company  expressed  In  writing  or  by  the  flllng 
with  this  Company  of  an  award  as  herein  pro¬ 
vided. 

S.  Action  Against  the  Company. — No  suit 
or  action  on  this  policy  for  the  recovery  of 
any  claim  shall  be  sustainable  in  any  court  of 


law  or  equity  unless  all  the  requirements  of 
this  p<^lcy  shall  have  been  complied  with, 
and  unless  commenced  within  12  months 
next  after  the  date  of  mailing  of  notice  of 
disallowance  or  partial  disallowance  of  the 
claim.  An  action  on  such  claim  against  the 
Company  may  be  instituted,  without  regard 
to  the  amount  In  controversy.  In  the  United 
States  District  Court  for  the  district  In  which 
the  property  shall  have  been  situated. 

T.  Subrogation. — In  the  event  of  any  pay¬ 
ment  under  this  policy,  this  Company  shall 
be  subrogated  to  all  of  the  Insured’s  right  of 
recovery  therefor  against  any  party,  and  this 
Company  may  require  from  the  Insured  an 
assignment  of  all  right  of  recovery  against 
any  party  fw  loss  to  the  extent  that  paymeixt 
therefor  Is  made  by  this  Company.  The  In¬ 
sured  shall  do  nothing  after  los.s  to  prejudice 
such  right;  however,  this  Insurance  shall  not 
be  Invalidated  should  the  Insured  waive  in 
writing  prior  to  a  loss  any  or  all  right  of 
recovery  against  any  party  for  loss  occurring 
to  the  described  property. 

In  witness  whereof,  this  Company  has  ex¬ 
ecuted  and  attested  these  presents;  but  this 
poUcy  shall  not  be  valid  unless  countersigned 
by  the  duly  authorized  representative  of  this 
Company. 

Samuel  H.  Weese, 
Attorney -in~F act  for  the  Insurance 
Companies.  Members  of  National 
Flood  Insurers  Association. 

Special  Pbovisions 

A.  A  list  of  all  Insurance  Companies  mem¬ 
bers  of  the  National  Flood  Insurers  Associa¬ 
tion  Is  on  file  In  the  office  of  the  State  In¬ 
surance  Department  of  the  State  where  the 
property  covered  Is  located  and  a  copy  may 
be  obtained  upon  request  from  the  office  of 
the  National  Flood  Insurers  Assolcatlon,  1765 
South  Jefferson  Davis  Highway,  Arlington, 
Virginia  22202. 

B.  All  notices  or  other  communications  re¬ 
quired  by  this  policy  to  be  given  to  the 
Cmnptmy  shall  be  given  to  the  Servicing 
Company  designated  on  the  Application  and 
Declarations  Form  attached  to  this  policy, 
and  such  notice  shall  be  considered  to  con¬ 
stitute  notice  to  the  Company. 

STANDARD  FLOOD  INSURANCE  POLICY 

(Issued  Pursuant  to  the  National  Flood 

Insurance  Act  of  1968,  or  Any  Acts  Amend¬ 
atory  Thereof) 

In.surance  Companies  Members  of 

National  Flood  Insukers  Association, 
Arlington,  Virginia 

(Herein  called  the  Company) 

General  Property 
Appendix  A  (2) 

In  consideration  of  the  payment  of  the 
premium.  In  reliance  upon  the  statements  In 
the  application  and  declarations  form  made 
a  part  hereof  and  subject  to  all  the  terms  of 
this  policy,  the  Company  does  insure  the 
Insured  named  and  legal  representatives,  to 
the  extent  of  the  actual  cash  value  of  the 
prc^erty  at  the  time  of  loss,  but  not  exceed¬ 
ing  the  amount  which  it  would  cost  to  repair 
or  replace  the  property  with  material  of  like 
kind  and  quality  within  a  reasonable  time 
after  such  loss,  without  allowance  for  any 
Increased  cost  of  repair  or  reconstruction  by 
reason  of  any  ordinance  or  law  regulating 
construction  or  repair,  and  without  compen¬ 
sation  for  loss  resulting  from  Interruption  of 
business  or  manufacture,  nor  In  any  event  for 
more  than  the  Interest  of  the  insured,  against 
all  direct  loss  by  ’’Flood"  as  defined  herein, 
to  the  property  described  while  located  or 
contained  as  described  In  the  application  and 
declarations  form  attached  hereto,  or  pro 
rata  for  30  days  at  each  proper  place  to  which 
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any  of  the  property  shall  necessarily  be  re¬ 
moved  tor  preservation  from  the  pern  ot 
‘•Flood”,  but  not  elsewhere. 

Assignment  of  this  p<dlcy  shall  not  be  valid 
except  with  the  written  consent  of  this  Com¬ 
pany. 

Definition  of  “Flood” 

Wherever  In  this  policy  the  term  “flood” 
occurs,  It  shall  be  held  to  mean 

A.  A  general  and  temporary  condition  ot 
partial  or  complete  Inundation  of  normally 
dry  land  areas  from: 

1.  The  overflow  of  Inland  or  tidal  waters. 

2.  The  unusual  and  rapid  accumulation  or 
runoff  of  surface  waters  from  any  source. 

3.  Mudslides  (l.e.,  mudflows)  which  are 
proximately  caused  or  precipitated  by  accu¬ 
mulations  of  water  on  or  under  the  ground. 

B.  The  collapse  or  subsidence  of  land  along 
the  shore  of  a  lake  or  other  body  of  water  as 
a  result  of  eroslcm  or  undermining  caused  by 
waves  or  currents  of  water  exceeding  the 
cyclical  levels  which  result  In  flooding  as 
defined  In  A-1  above. 

PxBiLS  Excludes 

This  Company  shall  not  be  liable  for  loss. — 

A.  By  (1)  rain,  snow,  sleet,  hall  or  water 
spray;  (2)  freezing,  thawing  or  by  the  pres¬ 
sure  or  weight  of  loe  or  water,  except  where 
the  property  covered  has  been  simultaneously 
dEunaged  by  flood;  or  (3)  water,  moisture  or 
mudslide  damage  of  any  kind  resulting  pri¬ 
marily  from  conditions,  causes  or  occurrences 
which  are  solely  r^ted  to  the  described 
premises  or  are  within  the  control  of  the  In¬ 
ured  (Including  but  not  limited  to  design, 
structural  or  mechanical  defects,  failures, 
stoppages  or  breakages  of  water  or  sewer 
lines,  drains,  pun^is,  fixtures  or  equipment, 
seepage  or  backup  of  water,  or  hydrostatic 
pressure)  or  any  oondltkHi  which  causes 
flooding  which  Is  substantially  confined  to 
the  described  premises  or  properties  Immedi¬ 
ately  adjacent  thereto; 

B.  Caused  directly  or  indirectly  by  (1) 
hostile  or  warlike  action  In  time  of  peace  or 
war.  Including  actlcm  In  hindering,  oom- 
bating  or  defendttig  against  an  actual.  Im¬ 
pending  or  expected  atta<A,  (a)  by  any  gov¬ 
ernment  or  sovereign  power  (de  Jura  de 
facto),  <»•  by  any  authority  tnA.mtAtn<T»p  or 
using  military,  naval  or  air  farces,  or  by  (b) 
by  military,  naval  or  air  forces,  or  (e)  by  an 
agebt  of  any  such  government,  power,  au¬ 
thority  or  forces.  It  being  understood  that 
any  discharge,  explosion  or  use  of  any  weapon 
of  war  en^iloylng  nuclear  flasi<m  or  fusion 
shall  be  conclusively  presumed  to  be  such  a 
hostile  or  warlike  action  by  such  a  govern¬ 
ment,  power,  authority  or  forces;  (2)  insur¬ 
rection,  rebelllob,  revolution,  civil  war. 
usurped  power,  or  action  teken  by  gov«n- 
mental  authority  in  hindering,  combating  or 
defending  against  such  an  occurrence; 

C.  By  nuclear  reaction  or  nuclear  radia¬ 
tion  or  radioactive  contamination,  all 
whether  controlled  or  uncontrolled,  or  due 
to  any  act  or  condition  incident  to  any  ot  the 
foregoing,  whether  such  loss  be  direct  or  In¬ 
direct,  proximate  or  remote,  or  be  in  whole  or 
liLjiart  caused  by.  contributed  to,  or  aggra¬ 
vated  by  the  peril  insured  against  by  this 
policy; 

D.  By  theft  or  by  fire,  windstorm,  explo¬ 
sion,  earthquake,  landslide  or  any  other 
earth  movement  except  such  mudslide  or  ero¬ 
sion  as  Is  covered  imder  the  peril  of  flood; 

E.  Caused  by  or  resulting  from  power, 
heating  or  cooling  failure,  unless  such  fcUlure 
results  from  physical  dunage  to  power,  heat¬ 
ing  or  cooling  equ4>ment  situated  on  prem¬ 
ises  where  the  property  covered  is  located, 
caused  by  the  peril  Insured  against; 

F.  Occasioned  directly  or  Indirectly  by  «x- 
forcement  of  any  local  or  state  ordinance  or 
law  regulating  the  construction,  repair  or 
demolition  of  bullding(s)  or  structure (s) ; 


O.  Osueed  directly  or  Indirectly  by  neglect 
of  the  ineured  to  use  all  reasoiudjle  means  to 
save  and  preemwe  the  property  at  at  the  time 
of  and  after  an  occurrence  of  the  peril  in¬ 
sured  against  by  this  policy. 

PaoPEBTY  Covered 

A.  Building. — ^When  the  Insurance  under 
this  policy  covers  a  building,  such  insurance 
shall  include  additions  and  extensions  at¬ 
tached  thereto;  permanent  fixtures,  ma- 
ehln«7  and  equipment  forming  a  part  of 
and  pertaining  to  the  service  of  the  building; 
personal  property  of  the  insured  as  landlord 
used  tor  the  maintenance  or  service  of  Uie 
building  Including  fire  MtingiiiRhing  ap¬ 
paratus,  floor  coverings,  refrigerating  and 
ventilating  equipment,  all  while  within  the 
described  building;  also,  materials  and  sup¬ 
plies  while  within  an  enclosed  structure  lo¬ 
cated  on  the  described  premises  or  adjacent 
thereto.  Intended  for  use  In  construction,  al¬ 
teration  or  r^>alr  of  such  building  or  appur- 
traiant  private  structures  on  the  described 
premises. 

When  the  Insurance  under  this  policy  cov¬ 
ers  a  building  used  for  residential  purposes, 
the  Insured  may  apply  up  to  10%  of  the 
amount  of  Insurance,  iqipllcable  to  such 
building,  not  as  an  additional  amount  of  In¬ 
surance,  to  cover  loss  to  iqipurtenant  private 
structures  (other  than  the  described  build¬ 
ing  and  additions  and  extensions  attached 
thereto)  located  on  the  described  premises, 
"nils  extension  of  coverage  shall  not  apply  to 
structures  (other  than  structures  used  ex¬ 
clusively  for  private  garage  purposes)  which 
are  rented  or  leased  in  whole  or  in  part,  or 
held  for  such  rental  or  lease,  to  other  than  a 
tenant  of  the  described  building,  or  which 
are  used  in  whole  or  In  part  for  commercial, 
manufacturing  or  ffurming  purposes. 

B.  Cmitenta. — When  the  insurance  under 
this  policy  covers  contents,  coverage  «bRH  be 
for  ^thn:  household  oontcmts  or  other  than 
household  contents,  but  not  for  both. 

1.  When  the  Insurance  under  this  policy 
oovwa  other  than  household  contents,  such 
insurance  shall  cover  merchandise  and  stock, 
materials  and  stock  supplies  of  every  descrip¬ 
tion;  furniture,  fixtures,  machinery  and 
equipment  of  every  description  all  owned  by 
the  Insured:  Improvements  and  betterments 
(as  hereinafter  defined)  to  the  building  If 
the  Insured  to  not  the  owner  of  the  building 
and  when  not  otherwise  covered;  all  while 
within  the  described  enclosed  building. 

2.  When  the  Insurance  under  this  policy 
covers  household  contents,  such  Insurance 
shall  cover  all  household  and  personal  prop¬ 
erty  usual  or  Incidental  to  the  occupancy  of 
the  premises  as  a  residence — except  animals, 
birds,  fish,  business  property,  other  property 
not  covered  under  the  provisions  of  this  pol¬ 
icy,  and  any  property  mcne  ^>eclfically  cov¬ 
ered  In  whole  or  In  part  by  other  Insurance 
Including  the  peril  Insured  against  In  this 
policy;  belonging  to  the  Insured  or  members 
of  the  Insured’s  family  of  the  same  house¬ 
hold.  or  for  which  the  Insured  may  be  liable, 
or,  at  the  option  of  the  Insured,  belonging  to 
a  servant  or  guest  of  the  Insured:  all  while 
within  the  described  building. 

The  Insiured,  if  not  the  owner  of  the  de¬ 
scribed  building,  may  apply  up  to  10%  of  the 
amount  of  Insurance  applicable  to  the 
household  contents  covered  under  this  Item, 
not  as  an  additional  amount  of  Insurance,  to 
cover  loss  to  Improvements  and  betterments 
(as  hereinafter  defined)  to  the  desciibeif 
building. 

The  Insured,  if  an  Individual  condomin¬ 
ium  unit  owner  In  the  described  building, 
may  ^ply  up  to  10%  of  the  amount  of  In¬ 
surance  on  contents  covered  under  this  pol¬ 
icy,  not  as  an  additional  amount  of  Insur¬ 
ance.  to  cover  loss  to  the  Interior  walls,  floors, 
and  ceilings  that  are  not  otherwise  covered 


under  a  condominium  association  policy  on 
the  described  building. 

Attach  Application  and  Declarations  Form 
Here 

This  C!ompany  shall  not  be  liable  for  loss 
In  any  one  occurrence  for  more  than : 

(a)  $500.00  In  the  aggregate  on  paintings, 
etchings,  pictures,  tapestries,  art  glass  win¬ 
dows  and  other  works  of  art  (such  as  but  not 
limited  to  statuary,  marbles,  bronzes,  an¬ 
tique  furniture,  rare  books,  antique  silver, 
porcelains,  rare  glass  or  bric-a-brac) ; 

(b)  $500.00  In  the  aggregate  on  Jewelry, 
watches,  neckltu^es,  bracelets,  gems,  precious 
and  seml-preclous  stones,  articles  of  gold, 
sliver  or  platinum  and  furs  of  any  article 
containing  fur  which  represents  Its  principal 
value. 

3.  When  the  insurance  under  this  policy 
covers  Improvements  and  betterments,  such 
Insurance  shall  cover  the  Insured’s  used  In¬ 
terest  In  improvements  and  betterments  to 
the  described  building. 

(a)  ’The  term  “Improvements  and  better¬ 
ments”  wherever  used  In  this  policy  is  de¬ 
fined  as  fixtures,  alterations.  Installations,  or 
additions  comprising  a  part  of  the  described 
building  and  made,  or  acquired,  at  the  ex¬ 
pense  of  the  Insured  exclusive  of  rent  paid 
by  the  Insured,  but  which  are  not  legally 
subject  to  removal  by  the  Insured. 

(b)  The  word  “lease”  wherever  used  in 
this  policy  Shan  mean  the  lease  or  rental 
agreement,  whether  written  or  oral.  In  effect 
as  of  the  time  of  loaa. 

(c)  In  the  event  improvements  and  better¬ 
ments  are  damaged  or  destroyed  during  the 
term  of  this  policy  by  the  peril  Insured 
against,  the  liability  of  this  Company  shall 
be  determined  as  ftHlows: 

(1)  If  repaired  or  replaced  at  the  expense 
of  the  Insured  within  a  reasonable  time  after 
such  loss,  the  actual  cash  value  of  the  dam¬ 
aged  or  destroyed  Improvements  and  better¬ 
ments. 

(2)  If  not  repaired  or  replaced  within  a 
reasonable  time  after  such  loss,  that  propor¬ 
tion  of  the  original  cost  at  time  of  Installa¬ 
tion  of  the  damaged  or  destroyed  Improve¬ 
ments  and  betterments  which  the  unexpired 
term  of  the  lease  at  the  time  of  loss  bears 
to  the  perlod(s)  from  the  date(s)  such  Im¬ 
provements  betterments  were  nuule  to 
the  expiration  date  of  the  lease. 

(8)  If  repaired  or  replaced  at  the  expense 
of  others  for  the  use  of  the  Insured,  there 
shall  be  no  liability  hereunder. 

C.  Debris  Removal. — ’Ihls  insurance  covers 
expense  Incurred  In  the  removal  of  debris  of 
or  on  the  building  or  contents  covered  here¬ 
under.  which  may  be  occasioned  by  loss 
caused  by  the  peril  Insured  against  In  this 
policy. 

The  total  liability  under  this  policy  for 
both  loss  to  property  and  debris  removal 
expense  shall  not  exceed  the  amount  of  In¬ 
surance  applying  under  this  policy  to  the 
property  covered. 

Property  Not  Covered 

’Ihls  policy  shall  not  cover. — A.  Accounts, 
bills,  currency,  deeds,  evidences  of  debt, 
money,  securities,  bullion,  manuscripts  or 
other  valuable  papers  or  records,  numis¬ 
matic  or  philatelic  property. 

B.  Fences,  retaining  walls,  seawalls,  out¬ 
door  swimming  pools,  bulkheads,  wharves, 
piers,  bridges,  docks;  other  open  structures 
located  on  or  partially  over  water;  or  per¬ 
sonal  property  In  the  (^n. 

C.  Land  values;  lawn,  trees,  shrubs  or 
plants,  growing  crops,  or  livestock;  imder- 
ground  structures  or  underground  equip¬ 
ment,  and  those  portions  of  walks,  driveways 
and  other  paved  surfaces  outside  the  founda¬ 
tion  walls  of  the  structure. 
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D.  Automobiles;  any  self-propelled  Te- 
hlcles  or  machines,  except  motorized  equip¬ 
ment  not  licensed  for  use  on  public  thor¬ 
oughfares  and  operated  principally  on  the 
premises  of  the  Insured;  watercraft  or 
aircraft. 

E.  Contents  specifically  covered  by  other 
Insurance  except  for  the  excess  of  value  of 
such  property  above  the  amount  of  such 
Insurance. 

Deductibles 

A.  With  respect  to  loss  to  the  building  (»■ 
debris  removai  covered  hereunder,  this  Com¬ 
pany  shall  be  liable  for  only  the  amount  of 
lose  In  any  one  occurrence  which  is  In  excess 
of  (a)  $200.  or  (b)  2%  of  the  amount  of  loss 
to  the  building,  whichever  Is  the  greater. 

B.  With  respect  to  loss  to  contents  or 
debris  removal  covered  hereunder,  this  Com¬ 
pany  shall  be  liable  for  only  the  amount  of 
loss  in  any  one  occurrence  which  Is  In  excess 
of  (a)  $200.  or  (b)  2%  of  the  amount  of  loss 
to  the  contents,  whichever  is  the  greater. 

OENESAL  CONDiriONS  AND  PaOVISlONS 

A.  Pair  and  Set  Clause. — If  there  Is  loss  of 
an  article  which  Is  part  of  a  pair  or  set.  the 
measure  of  loss  shall  be  a  reasonable  and  fair 
proportion  oi  the  total  value  of  the  pair  or 
set,  giving  consideration  to  the  importance  of 
SEdd  article,  but  such  loss  shall  not  be  con¬ 
strued  to  mean  total  loss  of  the  pair  or  set. 

B.  Concealment,  Fraud. — This  entire  pol¬ 
icy  shall  be  void  If,  whether  before  or  after  a 
loss,  the  Insured  has  willfully  concealed  or 
misrepresented  any  material  fact  or  circum¬ 
stance  concerning  this  Insurance  or  the  sub¬ 
ject  thereof,  or  the  interest  of  the  Insured 
therein,  or  in  case  of  any  fraud  or  false  swear¬ 
ing  by  the  Insured  relating  thereto. 

C.  Other  Insurance. — ^Thls  Company  shall 
not  be  liable  for  a  greater  proportion  of  any 
loss,  less  the  amount  of  deductible,  from  the 
peril  of  flood  than  the  amount  of  Insurance 
under  this  policy  bears  to  the  whole  amount 
of  flood  Insurance  (excluding  there  from  any 
amount  of  “excess  insurance"  as  herelnaftw 
defined)  covering  the  prc^jMity.  or  which 
would  have  covered  the  property  except  for 
the  existence  of  this  Insurance,  whether  col¬ 
lectible  or  not. 

In  the  event  that  the  whole  amount  of 
flood  Insurance  (excluding  therefrom  any 
amount  of  “excess  insurance”  as  hereinafter 
defined)  covering  the  property  exceeds  the 
maxlmiun  amount  of  Insurance  permitted 
under  the  provisions  of  the  National  Flood 
Insurance  Act  of  1968,  or  any  acts  amenda¬ 
tory  thereof,  it  is  hereby  understood  and 
agreed  that  the  insurance  under  this  policy 
shall  be  limited  to  a  proportionate  share  of 
the  maximum  amount  of  Insurance  permit¬ 
ted  on  such  property  under  said  Act,  and  that 
a  refund  of  any  extra  premium  paid,  com¬ 
puted  on  a  pro  rata  basis,  shall  be  made  by 
this  Company  upon  request  In  writing  sub¬ 
mitted  not  later  than  2  years  after  the  expira¬ 
tion  of  the  policy  term  during  which  such 
^xtra  amount  of  Insurance  was  In  effect. 

“Excess  Insurance”  as  used  herein  shall  be 
held  to  mean  Insurance  of  such  part  of  the 
actual  cash  value  of  the  property  as  is  In  ex¬ 
cess  of  the  maximum  amount  of  insurance 
permitted  under  the  said  Act  with  respect  to 
such  property. 

O.  Added  and  Waiver  Provisions. — The  ex¬ 
tent  of  the  application  of  Insurance  under 
this  policy  and  of  the  contribution  to  be 
made  by  this  Company  In  case  of  loss,  and 
any  other  provision  or  agreement  not  Incon¬ 
sistent  with  the  provisions  of  this  policy,  may 
be  provided  for  In  writing  added  hereto,  but 
no  provisions  may  be  waived  except  such  as 
by  the  terms  of  this  policy  is  subject  to 
change. 

No  permission  affecting  this  Insurance 
shall  exist,  or  waiver  of  any  provtslon  b$ 
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valid,  unlees  granted  herein  or  expressed  In 
writing  added  hereto.  No  provision,  stipula¬ 
tion  or  forfeiture  diall  be  held  to  be  waived 
by  any  requirement  or  proceeding  on  the 
part  of  this  Company  relating  to  appraisal  or 
to  any  examination  provided  for  herein. 

S.  Cancellation  of  Policy  or  Reduction  In 
Amount  of  Insurance. — This  policy  may  be 
cancelled  at  any  time  at  the  request  of  tiie 
Insured.  In  which  case  this  Company  shall, 
upon  demand  and  surrender  of  this  policy, 
refimd  the  excess  of  paid  premiums  above 
the  customary  short  rates  for  the  expired 
time;  provided,  however,  that  the  premium 
paid  for  the  then  current  policy  term  shall 
be  fully  earned  If  the  Insured  retains  an  In¬ 
terest  in  the  property  covered  at  the  location 
described  In  the  application  and  de<lJaratlons 
form. 

The  amount  of  Insurance  under  this  policy 
may  be  reduced  at  any  time  at  the  request  of 
the  Insured,  in  which  case  this  Company 
shall,  upon  demand,  refund  the  excess  of 
paid  premiums  above  the  customary  short 
rates  for  the  expired  time  for  the  amount  of 
the  reduction;  provided,  however,  that  the 
premium  paid  for  the  then  current  policy 
term  shall  be  fully  earned  to  the  extent  that 
the  Insured  retains  an  Interest  In  the  prop¬ 
erty  covered  at  the  location  described  in  the 
application  and  declarations  form. 

This  policy  may  be  cancelled  by  this  Com¬ 
pany  for  non-payment  of  the  premium  by 
giving  to  the  Insured  a  20-days’  written  no¬ 
tice  of  cancellation. 

F.  Conditions  Suspending  or  Restricting 
Insurance. — Unless  otherwise  provided  In 
writing  added  hereto,  this  Company  shall  not 
be  liable  for  loss  occurring  while  the  hazard 
Is  increased  by  any  means  within  the  control 
fr  knowledge  of  the  Insured,  provided,  how¬ 
ever.  this  insurance  shall  not  be  prejudiced 
by  any  act  or  neglect  of  any  person  (other 
than  the  Insured),  when  such  act  or  neglect 
is  not  within  the  control  of  the  Insured. 

O.  Alterations  and  Repairs. — Permission  Is 
granted  to  make  alterations,  additions  and 
repairs,  and  to  complete  structures  in  course 
of  constructloo.  In  the  event  of  loss  here¬ 
under,  the  Insured  la  permitted  to  make  rea¬ 
sonable  repairs,  temporary  or  permanent,  pro¬ 
vided  such  repairs  are  confined  solely  to  the 
protection  of  the  property  from  further  dam¬ 
age  and  provided  further  that  the  Insured 
shall  keep  an  accurate  record  of  such  repair 
expenditures.  The  cost  of  any  such  repairs 
directly  attributable  to  damage  by  the  peril 
insured  against  shall  be  Included  in  deter¬ 
mining  the  amount  of  loss  hereunder.  Noth¬ 
ing  herein  contained  Is  Intended  to  modify 
the  policy  requirements  applicable  in  case 
loss  occurs,  and  In  particular  the  require¬ 
ment  that  in  case  loss  occurs  the  Insured 
shall  protect  the  property  from  further  dam¬ 
age. 

H.  Property  of  Others. — Unless  otherwise 
provided  In  writing  added  hereto,  loss  to  any 
property  of  others  covered  under  this  policy 
shall  be  adjusted  with  the  Insured  for  the 
account  of  the  owners  of  said  property,  ex¬ 
cept  that  the  right  to  adjust  such  loss  with 
said  owners  Is  reserved  to  this  Company.  Any 
such  insurance  under  this  policy  shall  not 
Inure  directly  Indirectly  to  the  benefit  of 
any  carrier  or  other  bailee  for  hire.  ’ 

I.  Liberalization  Clause. — If  during  the  pe¬ 
riod  that  Insurance  Is  In  force  under  this 
policy,  or  within  46  days  prlw  to  the  Incep¬ 
tion  date  thereof,  on  behalf  of  this  Company 
there  be  adopted  under  the  National  Flood 
Insurance  Act  of  1968,  or  any  acts  amenda¬ 
tory  thereof,  any  forms,  endorsements,  rules 
or  regulations  by  which  this  policy  could  be 
extended  or  broadened,  without  additional 
premium  charge,  by  endorsement  or  substi¬ 
tution  of  form,  then  such  extended  or  broad¬ 
ened  Insurance  shall  Inure  to  the  benefit  of 
the  Insured  hereunder  as  though  such  en- 
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dorsement  or  substitution  of  form  had  been 
made. 

J.  Statutory  Provisions. — Any  terms  of  this 
policy  which  are  In  conflict  with  the  statutee 
of  the  State  wherein  the  property  is  located 
are  hereby  amended  to  conform  to  such  stat¬ 
utes,  except  that  In  cases  of  conflict  with 
applicable  Federal  law  or  regulation,  such 
Federal  law  or  regulation  shall  contnM  the 
terms  of  this  policy. 

K.  Loss  Clause. — Payment  of  any  toes  un¬ 
der  this  policy  shall  not  reduce  the  amount 
of  Insurance  applicable  to  any  other  loss  dur¬ 
ing  the  policy  term  which  arises  out  of  a 
separate  occurrence  of  the  peril  Insured 
against  hereunder;  provided,  that  all  loss 
arising  out  of  a  contlniious  or  protracted  oc¬ 
currence  shall  be  deemed  to  constitute  loss 
arising  out  of  a  single  occurrence. 

L.  Mortgage  Clause. — Applicable  to  build¬ 
ing  Items  only  and  effective  only  when  policy 
is  made  payable  to  a  mortgagee  (or  trustee) 
named  in  the  application  and  declarations 
form  attached  to  this  policy. 

Loss,  If  any.  under  this  policy,  shall  be 
payable  to  the  aforesaid  as  mortgagee  (or 
trustee)  as  Interest  may  appear  under  aU 
present  or  future  mortgages  upon  the  prop¬ 
erty  described  In  which  the  aforesaid  may 
have  an  Interest  as  mortgagee  (or  trustee), 
la  order  of  precedence  of  said  mortgages,  and 
this  insurance,  as  to  the  Interest  of  the  mort¬ 
gagee  (or  trustee)  only  therein,  shall  not 
be  invalidated  by  any  act  or  nei^t  of  the 
mortgagor  or  owner  of  the  described  property, 
nor  by  any  foreclosure  or  other  proceedings 
or  notice  of  sale  relating  to  the  property, 
nor  by  any  change  In  the  title  or  ownership 
of  the  property,  nor  by  the  occupation  of 
the  premises  for  purposes  more  hazardous 
than  are  permitted  by  this  policy;  provided, 
that  In  case  the  mortgagtv  or  owner  shall 
neglect  to  pay  any  premium  doe  under  this 
policy,  the  mortgagee  (or  trustee)  shall,  on 
demand,  pay  the  same. 

Provided,  also,  that  the  mortgagee  (or 
tr\i8tee)  shall  notify  this  Company  of  any 
change  of  ownership  or  occupancy  or  In¬ 
crease  of  hazard  which  shah  come  to  the 
knowledge  of  said  mortgagee  (or  trustee) 
and,  unless  permitted  by  this  policy,  it  shafl 
be  noted  thereon  and  the  mcwtgagee  (or 
trustee)  shall,  on  demand,  pay  the  premium 
for  such  Increased  hazard  for  the  term  of 
the  use  thereof;  otherwise  this  policy  shall  bo 
null  and  void. 

If  this  policy  Is  cancelled  by  this  Com¬ 
pany,  It  shall  continue  In  force  for  the 
benefit  only  of  the  mortgagee  (cn*  trustee) 
for  20  days  after  written  notice  to  the  mort¬ 
gagee  (or  trustee)  of  such  cancellation  and 
shall  then  cease,  and  this  Company  shall  have 
the  light,  on  like  notice,  to  cancel  this  agree¬ 
ment. 

Whenever  this  Company  shall  pay  the 
mortgagee  (or  trustee)  any  sum  for  loes 
under  this  policy  and  shall  claim  that,  as  to 
the  mortgagor  or  owner,  no  liability  therefor 
existed,  this  Company  shall,  to  the  extent  of 
such  payment,  be  thereupon  legally  sub¬ 
rogated  to  all  the  rights  of  the  party  to 
whom  such  payment  shall  be  made,  under 
all  securities  held  as  collateral  to  the  mort¬ 
gage  debt,  or  may,  at  Its  option,  pay  to  the 
mortgagee  (or  trustee)  the  whole  prlncipcd 
due  or  to  grow  due  on  the  mortgage  with 
interest,  and  shall  thereupon  receive  a  full 
assignment  and  transfer  of  the  mortgage 
and  of  all  such  other  securities;  but  no 
subrogation  shall  Impair  the  right  of  the 
mortgagee  (or  trustee)  to  recover  the  full 
amoimt  of  said  mortgagee’s  (w  trustee’s) 
claim. 

M.  Mortgagee  Obligations. — If  the  Insured 
falls  to  render  proof  of  loss,  the  named  mort¬ 
gagee  (or  trustee),  upon  notice,  shall  render 
proof  of  loss  In  the  form  herein  specified 
within  60  days  thereafter  and  shall  be  sub¬ 
ject  to  the  provisions  of  this  policy  relating 
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to  appraisal  and  time  of  payment  and  of 
bringing  suit. 

N.  Loss  Payable  Clause. — (Applicable  to 
contents  item  only  and  effective  only  when 
a  loss  payee  Is  named  In  Application  .and 
Declarations  Form.) 

Loss,  if  any,  shall  be  adjusted  with  the 
Insured  and  shall  be  payable  to  the  Insured 
and  loss  payee  as  their  Interests  may  i^pear. 

O.  Requirements  in  Case  of  Loss. — ^Tlie  in¬ 
sured  shall  give  written  notice,  as  soon  as 
practicable,  to  this  Company  of  any  loss, 
protect  the  property  from  further  damage, 
forthwith  separate  the  damaged  and  undam¬ 
aged  property  and  put  it  in  the  best  possi¬ 
ble  order.  Within  60  days  after  the  loss,  un¬ 
less  such  time  is  extended  in  writing  by  this 
Company,  the  insured  shall  render  to  this 
Company  a  proof  of  loss,  signed  and  sworn 
to  by  the  Insured,  stating  the  knowledge  and 
belief  of  the  insured  as  to  the  following;  the 
time  and  origin  of  the  loss,  the  interest  of 
the  Insured  and  of  all  others  in  the  property, 
the  actual  cash  value  of  each  item  thereof 
and  the  amount  of  loss  thereto,  all  encum¬ 
brances  thereon,  all  other  contracts  of  insur¬ 
ance,  whether  valid  or  not,  covering  any  of 
said  property,  any  changes  in  the  title,  use, 
occupation,  location,  possession  or  exposvu^s 
of  said  property  since  the  Issuing  of  this  pol¬ 
icy,  by  whom  and  for  what  purpose  any  build¬ 
ing  herein  described  and  the  several  parts 
thereof  were  occupied  at  the  time  of  loss. 
The  Insured,  at  the  Option  of  this  Company, 
may  be  required  to  furnish  a  complete  In- 
venU»-y  of  the  destroyed,  damaged  and  un¬ 
damaged  property,  showing  in  detail  quanti¬ 
ties,  costs,  actual  cash  value  and  amoimt  of 
loss  claimed,  and  verified  plans  and  specifica¬ 
tions  of  any  building,  fixtures  or  machinery 
destroyed  or  damaged. 

The  Insured,  as  often  as  may  be  reason¬ 
ably  required,  shall  exhibit  to  any  person 
designated  by  this  Compcmy  ail  that  remains 
of  any  property  herein  described,  and  sub¬ 
mit  to  examinations  under  oath  by  any  per¬ 
son  named  by  this  (Xxnpany,  and  subscribe 
the  same;  and,  as  often  as  may  be  reason¬ 
ably  required,  shall  produce  for  examination 
all  bocAs  of  acooimt,  bills,  invoices  and  other 
vouchers,  or  certified  copies  thereof  if  origi¬ 


nals  be  lost,  at  such  reasonable  time  and 
place  as  may  be  designated  by  this  Company 
or  its  representative,  and  shall  permit  ex¬ 
tracts  and  copies  thereof  to  be  made. 

P.  Appraisal. — In  case  the  Insiired  and  this 
CKxnpany  shall  fall  to  agree  as  to  the  actual 
cash  value  or  the  amount  of  loss,  then,  on 
the  written  demand  of  either,  each  shall  se¬ 
lect  a  ocanpetent  and  disinterested  appraiser 
and  notify  the  other  of  the  appraiser  se¬ 
lected  within  20  days  of  such  demand.  The 
appraisers  shall  first  select  a  competent  and 
disinterested  \impire;  and  failing  for  15  days 
to  agree  upon  such  umpire,  then,  on  request 
of  the  Insured  or  this  Company,  such  um¬ 
pire  shall  be  selected  by  a  Judge  of  a  court 
of  record  in  the  State  in  which  the  insured 
property  is  located.  The  appraisers  shall 
then  appraise  the  loss,  stating  separately  ac¬ 
tual  cash  value  and  loss  to  each  item;  and, 
failing  to  agree,  shall  submit  their  differ¬ 
ences,  only,  to  the  umpire.  An  award  in  writ¬ 
ing,  so  itemized,  of  any  two  when  filed  with 
this  Company  shall  determine  the  amovmt 
of  actual  cash  value  and  loss.  Each  appraiser 
shall  be  paid  by  the  party  selecting  him  and 
the  expenses  of  appraisal  and  umpire  shall 
be  paid  by  the  parties  equally. 

Q.  Company’s  Options. — It  shall  be  op¬ 
tional  with  this  Company  to  take  all,  or  any 
part,  of  the  property  at  the  agreed  or  ap¬ 
praised  value,  and  also  to  repair,  rebuild  or 
replace  the  property  destroyed  or  damaged 
with  other  of  like  kind  and  quality  within 
a  reasonable  time,  on  giving  notice  of  its  in¬ 
tention  BO  to  do  within  30  days  after  the 
receipt  of  the  proof  of  loss  herein  required. 

R.  Abandonment. — Ihere  shall  be  no  aban¬ 
donment  to  this  OcMnpany  of  any  property. 

S.  When  Loss  Payable. — The  amount  of 
loss  for  which  this  Company  may  be  liable 
shall  be  payable  60  days  after  proof  of  loss, 
as  herein  provided,  is  received  by  this  Com¬ 
pany  and  ascMtalnment  of  the  loss  is  made 
either  by  agreement  between  the  Insxired 
and  this  Ocxnpany  expressed  in  writing  or  by 
the  filing  with  this  C<»npany  of  an  award 
as  herein  provided. 

T.  Action  Against  the  Ocunpany. — ^No  suit 
or  action  on  this  policy  for  the  recovery  of 
any  claim  shall  be  sustainable  in  any  court 


of  law  or  equity  tmless  all  the  requirements 
of  this  policy  shall  have  been  complied  with, 
and  unless  ccMnmenced  within  12  mmiths 
next  after  the  date  of  mailing  of  notice  of 
disallowance  or  partial  disallowance  of  the 
claim.  An  action  on  such  claim  against  the 
Company  may  he  Instituted,  without  regard 
to  the  amount  in  controversy,  in  the  United 
States  District  Court  for  the  district  in 
which  the  property  shall  have  been  situated. 

U.  Subrogation. — In  the  event  of  any  pay¬ 
ment  under  this  policy,  this  Company  shall 
be  subrogated  to  all  of  the  Insured’s  right  of 
recovery  therefor  against  any  party,  and  this 
Company  may  require  from  the  insvired  an 
assignment  of  all  right  of  recovery  against 
any  party  for  loss  to  the  extent  that  pay¬ 
ment  therefor  is  made  by  this  Company.  The 
Insured  shall  do  nothing  after  loss  to  preju¬ 
dice  such  right;  however,  this  Insurance 
shall  not  be  invalidated  should  the  Insured 
waive  in  writing  prior  to  a  loss  any  cm-  all 
right  of  recovery  against  any  party  for  loss 
occiUTlng  to  the  described  property. 

In  witness  whereof,  this  Company  has  exe¬ 
cuted  and  attested  these  presents;  but  this 
policy  shall  not  be  valid  unless  oocmter- 
slgned  by  the  duly  authorized  representative 
of  this  Company. 

Samual  H.  Weese, 

Attorney -in-Fact  for  the  Jnaurance  ^ 
Companies,  Members  of  National 
Flood  Insurers  Association. 

Special  Provisions 

A.  A  list  of  all  Insurance  Companies  mem¬ 
bers  of  the  National  Flood  Insurers  Associa¬ 
tion  is  on  file  in  the  office  of  the  State  In¬ 
surance  Department  of  the  State  where  the 
property  covered  is  Icxeted  and  a  copy  may 
be  obtained  upon  request  from  the  office  of 
the  National  Flood  Insurers  Association, 
1765  South  Jefferson  Davis  Highway,  Arling¬ 
ton,  Virginia  22202. 

B.  All  notices  or  other  communications  re¬ 
quired  by  this  policy  to  be  given  to  the 
CcMnpany  shall  be  given  to  the  Servicing 
Company  designated  on  the  Application  and 
Declarations  Form  attached  to  this  policy, 
and  such  notice  shall  be  considered  to  con¬ 
stitute  notice  to  the  Company. 
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9.1  PREMIUM  NOTICE  (PAY0R)-NFIA-50-90-A  APPENDIX  B 

Appr0xifna4*ly  on*  and  a  half  months  bcfort  •xpiration  of  a  policy  ior  which  the  NFIA  is  able  to  determinC^ 
rates  and  calculate  renewal  premiums,  the  payor  (Insured  or  mortgagee)  is  sent  a  premium  notice  advising 
Nm  of  the  approaching  expiration  and  specifying  renewal  premium  amounts.  The  bottom  of  the  form  is  a 
detachable  renewal  stub  to  be  returned  to  the  NFIA  with  the  premium.’  Instructions  for  preparing  the 
form  are  printed  on  its  back.  Samples  of  the  front  and  back  of  the  form  are  presented  below  arul  on  tfM 
following  p^e.  NFiA-SOA.  marked  "Agent's  Copy."  is  sent  to  the  agent  at  the  same  time  as  the  premium 
notice  is  sent  to  payor;  it  is  identical  to  the  payor’s  copy. 

NATIONAL  FLOOD  INSURANCE  PREMIUM  NOTICE  j 

senvict 

roucv  NH:  COMFANV:  OATBj 


IMPORTANT  -  YOUR  CURRENT  FLOOD  INSURANCE  POLICY  WILL  EXPIRE 
SEE  REVERSE  FOR  INSTRUCTIONS . 

A  Shows  your,  current  levoKi)  of  irmiranoe  and 
the  total  premium  due  to  renew  your  ionjranoe 
at  these  lavele. 


B  Due  to  increased  repair  end  replecement  co$tx 
It  is  recommended  diet  you  consider  Irwreasbig 
your  amount  ei  buildinQ  Inaurartce  as  shown 
(see  replecement  cost  provision  of  your  poRcyL 
If  you  elect  this  option  for  the  naxtannualtann 
your  renewal  premium  would  be  es  shown. 

r  “I  r  -I 


AMOUNT  OP  aOUAANCC  PAYAOUE  mCMRAI  I 

A  euiLOMo 

JOL  CONTENTS 

TOTAa.  DUB 

1  AMOUNT  OP  PWUSWCf  PAVAOU  PRCMMM  I 

D  MIILDMO 

P-  CONTlNTi 

TOTAL  OUC 

PAVOn  NAMi  a  SSAIUNO 


LOCAL  AOtNT  NAMi  a  MAIUNO  Aponese 


J  L 

PAYOR  COPY 

NATIONAL  FLOOD  INSURANCE  RENEWAL  FORM 


* 

orrACM  Ncnn 


POLICY  NA: 


PLANt 


COaiPANV  NAi 


COMMUNITVt 


aoNii 


AENEWAL  CPPSCTIVE  OATfr 


ACNEWAL  EXPIRATION  OATBt 


1.  CHECK  EITHER  A  OR  1  FOR  DESIRED  AMOUNT  OF 
INSURANCE. 

2.  DETACH  THIS  RENEWAL  FORM  AND  RETURN  IT  WITH 
CHECK  OR  MONEY  ORDER  PAYABLE. TO  NATIONAL 
FLOOD  INSURERS  ASSOCIATION  FOR  THE  EXACT 
AMOUNT  SHOWN  IN  A  OR  f, 

a  WE  REQUEST  YOUR  RENEWAL  PREMIUM 
PAYMENT  BE  MADE  PRIOR 
TO 


TOTAL  AgMeWALPAeMIUSI  OUl  _ COSIPANV  UBB 


aD 

bD 

ISOATOAOII  KBV 


»•.  Ml  ITM 

VA.  aaioa 


J 

INSUACO  KAMI  A  MAILINO  AODRSSC 


AOINT  NUMBIA 


If  you  have  any  questions  or  widi  to  change  your  amount  of  iruuranoa  to  Othar  lavais  than  in  B  shown 
above,  CONTACT  YOUR  LOCAL  AGENT.  , 

^  NATIONAL  FLOOD  INSURANCE  00^  j 

I 


9^ 
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REGULAR  FLOOD 
INSURANCE  PROGRAM 


(tatalMyWailirM  _ 

liiauranc»iiprev((M0«(rn)*|rii»illMpiril<(flood«  ddMiiiaNpoiqrli«McliMilDrmJiitltcM,(2|  «lfe  nmdbMMNimtptdUlr^atrMlMnharf 
tefwhk*»ip<[^«i»un»<<lii«MfinMi8ifco»iMow.iiid(3|lKtMpoliy<ir«ip<dfcdMBw;ii»<.»rtwcllWfwlwyiiw<dL  JcoBdWiiii 
o(  Uw  poBqr  to  w{iid>  R  b  attacM  sImI  apply  siiMfateijr  tD  Mch  ilM 

li|wlMlMhi^iltoPlilqrRo«iolcgwloa>touRiBtyBimaaoodwaittdiBdaoceuffaiwal>ae<>y  topwgrawaB»lw<itoafii8apiAcaBBa.Rto4  wiitfawollMsi^^ 
that  pfoparty  it  Ml  to  viotoiiM  af  aay  Flood  Plato  Law  or  Ordtoara. 


PoR^No.  FL 

liiMrkHMMMdlMkiMtoaa 

aaaWw,  SttMl,  Cto  at  Ta«M,  CiW)i.  Mt,  Ha  CaOi) 


LPtfqrTOTlItor.  from _ la _ ; _ 

locaptfan  |Mo.  Dap  YrJ  Capiralioa  (Ma.  Dap.  VrJ  AM.  Stoadard  Tima  at  toeaRea  al  too  prapaftp  laaatoad,  aad  Ibaraaflar  tor 
policy  tormi all  pear,  pnvidad  Iha  thaa  eumal praaitoai payaMa  bp Mw  hmm  tor  oacfc aaccaaiiva poSep  toraiiapaid  prior  to  ma  axpiraiiaa. af  Hw  Him  cariaal 
LaadifoolaapaMlidapolicpiliaatiMotoraiiaala;  pravldad,  bowavar,  with  nspact  la  aop  amricafM  (or  trastee)  aamad  hotow.lhbtoaaiaaoaihalcialaMli' 
tor  lha  baaaM  al  lach  anrtvi^  (or  Irastaa)  .tor  20  dm  altor  wfRtoa  aoRca  to  tha  awrtoaiea  tor  Irwleal  al  tomdnMioB  o(  Biis  policy,  and  ihaR  lhaa  taradMlto 


OmMIRm  aad  lataOm  M  Ptoptoto 

(LecaRoa  WM  ai  iBaiPai  addiwH  abova 
wdoM  atharwiaa  todkatod) 


Oocupiad  as. 


Oa  OoBtoato  ooasbtiag  prindpaOp  at _ _ 

to  tha  Exhaad  BuHdtoi  Daacilbad  Abova  Q 


loKPapaalCoatowbl: 


MaripiH  OtoMn):  Insert  name(s)  and  Mailinc  Addrais(a4 


Bata  Flood  Elevation  Irom  FIRM 


Fiiat  Floor  Devotion  —  Cartily 


DilL  Plas  (4-)  or  Minus  (-)  To  Waarett  Foot 


Does  Inwrad  Qualify  as  *^0011  Businas?”  YsQ  NaO 

IsStrudora  Sinpla  2-4  Other 

Familya;  Family  Q  Basidantiai  □:  AR  Other  □ 

Is  TIds  a  Motel  or  Hotel  Structure  with  normal  occupancy  of  las  than  aia  |6i  I 
Y«D  HoO 

Is  this  "New  Construction  or  Substantial  Improvement"?  Yas  □  Ha  □ 

Date  New  Constructioa  or  Substantial  improvement  started _ 

Is  structure  withinD  corporate  imib  orQ  unincorporated  area  al  county. 


Om  Story— Basement 


Two  ar  more  Stories— Basement  □  No  Basement  □ 
Split  Level— Basement  □  No  Basement  □ 

Mobile  Homs  on  Foundation  □' 


TO  K  COMPIETEO  IT  RJXA.  KRVICW6  OFFICC 


Afwifs  Tea  Naatoar _  . 

Afant  CartMa  Bnt  toBowir^  aaltors  bsva  baaa  dboBsad  an  kNiad; 


nThatlosairaadylB 


MORTGAGEES  COPY 
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Masonry  wals-slab  foandation  □ 

Masoiiry  waRs-alhar  toaadation  □ 

Al  otbar  waHstlab  foandaRoa  □ 

Al  Mhar  waRs-oRwr  laundalioa  □ 

W  - . 

Cbockonly 

'  tMboi 

Cohtoats  Rated  m; 

Rasidenttol  AlOtbar 

Alto  Basament- 

□  □ 

Al  OB  First  Floor— 

□  □ 

Al  oa  First  Two  Floors  — 

□  □ 

Al  00  First  Floor  I  Batemeal— 

□  □ 

Al  on  First  Two  Ftoors  E  Basement  — 

□  □ 

AO  above  First  Floor- 

□  □ 

Al  to  Mobla  Homo  on  Foundation 

□  □ 

- - UTBINB 

ACniRML 

lATB  PKMRWS 

ChMiiam  □ 

"SiSisr 

"HUttaik  -  - 

PATAU  IT  THE  HUBREB 
lUra  PBIHIIMI 

a)  hmbk 

b)  Aciuarial 

s  n 

al 

alt  □ 

s  . 

b) 

bis 

s 

S 

Tibt 

TMR 

s  n 

a) 

Ml  □ 

s  . 

b) 

Nl _ ; _ 

s 

s 

TM 

MR 
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Emimci  Hod  lannM  Fnirw 
ApjfcdN  ad  Dicbntei  Fm 
(F«  Ba  (Wf  WM  «i  M  hanM  MkiO 


Ebcrgbjcy  flood 

INSURANCE  PROGRAM 


(h  CfwBn  at  tx  CiwfiiQ 


Insunnci  it  providtd  only  (I)  tcainst  the  ptrS  ol  Rood  as  dadnad  h  flit  policy  to  wMch  tkn  forai  is  attadiad,  (2)  wifli  rttptd  to  thoaa  ilams  spacHicany  dctciibad  harait  and 
tor  whidi  a  spa^c  amouni  of  inwranca  is  shown  tialow,  aad  (3)  for  tha  policy  form  spatifiad  below;  and,  unless  otharwisa  provided,  an  conditions  and  provisions  of  this  form  and 
of  tha  policy  to  which  it  is  attachad  shaii  apply  saparataiy  to  tach  item  oavarad. 

hiatal  Nilbai:  This  Policy  doas  not  eovar  loss  rasidliai  from  a  flood  or  mvdslidf  ocotrranoa  alraady  in  progress  on  the  date  of  this  application.  It  is  a  condition  of  this  insuram* 
fliat  property  is  not  in  violation  of  any  Flood  Plain  Law  or  Ordinance. 


Incaplioa  (Mo.  Day  YrJ  Lipiraflon  (Mo.  Day  tfsj.1201  AM  (Standard  Timel  at  location  of  ttie  property  involvad,  and  thereafter  for 
aucoassive  poHcy  forms  of  1  year,  provided  tha  the*  carrent  pramam  payabfo  by  tha  bwnad  tor  each  succassiva  policy  form  is  paid  prior  to  the  axpirstnn  of  tha  than  currant 
^  tana,  mm  if  not  an  paid  this  policy  shall  than  tarmintta:  providad,  bowavar,  wM  reapad  to  any  mortaaiaa  (or  trustaal  namad  baiow,  this  inturanca  shsH  continut  in  foroa  ** 
Miy  lor  tha  banaflt  of  such  mortfsfaa  (orirustaa)  for  20  days  amr  writton  notios  to  tht  mortfaiaa  (or  trustaa)  of  tormination  of  this  policy,  and  shall  than  forminalt. 


CommsnHy  t _  ^  Property  In  Zona  At  YasQ  ttog 


IIEM 

NO. 

AMOUNT  OF  Rtt9P*ft1jF 

RATE 

NEAWM 

OCtCRMTION  AND  LOCATION  OF  PROPERn  COVERED 
(Localioo  same  as  mailMi  address  abovt 
unleis  otherwise  indkalad) 

J 

-i 

.  f  .  . 

t 

Oeeuoladas 

Lecafodal 

t 

Mi 

s 

t 

Ob  ContMti  eonsiMiai  prindpally  of 

ia  the  EndoMd  BidUing  (foserihad  AhrMi  f];  ar  LacMad  M  ,  ,  ,  . 

Lass  Payee  (Contents): 

1  IMHtIliFNMiaahrMiPNkyhHbHaMtottMdIy  | 

1 

BS  U  tMIMMI  MOM  ns  MDHM  I 
kanmlcl 

MM 

IMIIIT  HUMtla)  AMO  MAIAIMO  ADOOnOfaot 

MsttMto(Mdh|):  lmtrtNaffla(s)  and  Martini  Addrass(os). 


Morlgagee  pays  new  and  ranewal  □  ronewat  only  □ 

Dom  insured  quality  as  "Small  Business"  Yes  Q  Ne  □ 

Masonry  wsNs-slab  foundation 

□  \ 

Q  iSLuti  «•*«□ 

Masonry  waHs-other  foundsfioa 

□  ( 

Chackonly 

AR  other  wslls-slab  foundation 

□  ( 

one  bos 

to  this  a  Motsl  or  HotsI  Structurs  wHh  normal  occupancy  of  less  than  lU  (R  monlkst 

AS  other  wails-othar  toundatioa 

□  } 

YasQ  ttoQ 

Cootants  Rated  IS 

Rssidentlal 

AM(Mhor 

la  this  "Ntw  Construction  or  SubstinUailmproyMnant”?  YnQ  NoQ 

AH  ia  Basamant 

□ 

□ 

Oats  Haw  Construction  or  Substantial  ImprovamiMlsfortod  _ 

AR  on  First  Floor 

□ 

□ 

Is  structure  within  □  corporate  limits  or  □  uninoorporafod  ares  of  county. 

AR  oa  First  Two  Floors 

□ 

□ 

AR  oa  First  Root  A  BsmL 

□ 

□ 

Om  Story-Besement  □  NoBesamanl  □ 

AH  on  Fust  Two  Floors  A  BsmL 

□ 

□ 

Two  or  More  tiories-Basemwt  □  No  Basement  □ 

AR  Above  First  Floor 

□ 

□ 

SpM  Level— Basamant  □  No  Basement  □ 

Mobile  Home  m  Foundation  □ 

AR  in  Mobile  Home  on  Feundatioa 

□ 

□ 

_ _ _  Tbs  abna  rtafoiSMU  Ml  catTMt  la  tta  tod  M  My  kaMriadiil 

•*T(or  ArrucATMN  iadUMd  lhal  wy  Msa  itiSaMint  mu  ia  mtiaim  to  Iw  m 
l■|t1MaMa■(  end*  11 IX  CedA  Sm.  Ml. 


Ajenl  Certifias  that  foUowini  matters  have  bean  ditcinsad  with  insurad:  Aunt's  Ts»  Humber - 

1)  That  lots  already  in  pngrtss  on  date  of  appUcabon  is  not  oovared; 

2)  Advanfoges  of  insuring  tha  single  fsmily  dwelling  to  at  las*  80^  of  the  lapiaOMnant  cost  at  structure,  at  tha  time  of  loss. 

Ntu-d  (Ed.  7  74)  MORTGAGEE'S  COPY 


TO  IE  COMPtOEO  IT  NJJJL  SERVICING  OFFRC 


•CRVICtNa  OOMrAMY  HAMIT  AMO  AOOUCMG 


COUNTYIIMiaMATUIIC  DATS  AMTMOIMSCP  nCPMCSOfTATtW 
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Appendix  D 

(1)  Mudtlide.  Hie  term  “mudslide”  shall 
be  Interpreted  to  mean  mudflow,  a  condition 
where  there  Is  actually  a  flow  of  mud  down  a 
slope. 

The  occasion  for  the  amendment  of  the 
flood  policy  to  include  mudslides  was  the 
devastating  mudflows  that  had  occurred  in  a 
number  of  Southern  California  communities 
In  1969  (notably  in  Olendore,  California, 
which  mudflow  catastrophe  was  graphically 
depicted  in  the  October,  1969  issue  of  the 
“National  Oeographic"  magazine),  as  a  re¬ 
sult  of  a  record  number  of  grass  and  brush 
fires  during  the  summer  of  1968,  followed  by 
record  rains  from  mid-January  until  early 
March  the  next  year.  Homes  were  washed 
down  hills  or  inundated  by  what  were  liter¬ 
ally  rivers  of  mud  coming  down  from  the 
hills.  Unfortunately,  the  press  and  other 
media  at  the  time  characterized  these  mud¬ 
flows  as  “mudslides,”  a  term  more  identified, 
really,  with  landslides. 

Thus,  the  “mudslide”  peril  was  added  to 
flood  coverage  in  the  1969  Housing  Act.  But 
it  was  not  added  as  a  peril  completely  sepa¬ 
rate  from  the  notion  of  flood;  rather,  it  was 
considered  analogous  to,  and  essentially  a 
part  of,  the  flooding  condition,  and  was 
therefore,  added  by  the  Congress  as  an  addi¬ 
tional  meaning  of  the  term  “flood”  Itself. 
Consequently,  we  hare  construed  the  Con¬ 
gressional  Intent  in  the  light  of  the  context 
in  which  the  peril  was  added,  i.e.,  as  a  result 
of  the  mudflow  losses  that  had  occurred  In 
Southern  California.  Blanket  coverage  for  all 
types  of  earth  movement  was  not  intended 
to  be  covered,  and  no  coverage  Is  provided 
for  improper  building  or  use  of  fill  where 
rainfall  alone  is  the  proximate  cause  of  loss. 

Mudflow,  on  the  other  hand,  tends  to  in¬ 
volve  an  abnormal  condition  akin  to  flood¬ 
ing,  where  there  would  usually  be  a  combina¬ 
tion  of  loss  of  grass  and  brush  cover,  followed 
by  a  period  of  unusually  heavy  or  sustained 
rains,  causing  the  loosened  soil  to  turn  to 
mud  and  to  begin  its  flow  down  the  hillside. 
Such  an  occurrence  is  clearly  the  more  for¬ 
tuitous  kind  of  event  that  property  insur¬ 
ance  is  normally  Intended  to  cover.  FIA  has 
consistently  adhered  to  the  principle  that 
under  the  definition  of  “flood”  (which  in¬ 
cludes  mudslides)  in  the  policy  there  is  no 
mudslide  occurrence  unless  and  until  there 
exists  a  condition  of  inundation  by  mudslide 
in  the  area  in  which  the  insured  property  is 
located  and  that  Inundation  by  mudslide 
necessarily  Involves  a  mudflow  and  not 
merely  a  landslide  or  erosion,  whether  grad¬ 
ual  or  sudden.  It  is  with  these  concepts  in 
mind  that  the  Standard  Flood  Insurance 
Policy  was  amended  on  July  1, 1974,  to  speci¬ 
fically  add  the  "mudflow”  concept  by  defining 
the  mudslide  pMdl  as  being  a  “flood,”  as  fol¬ 
lows:  “A  general  and  temp^ary  condition  of 
partial  or  complete  inundation  of  normally 
dry  land  areas  from  *  *  *  3  Mudslictes  (i.e., 
mudflows)  which  are  proximately  caused  or 
precipitated  by  accumulations  of  water  on 
or  under  the  ground.”  Loss  by  landslide  or 
any  other  earth  movement  is  still  excluded 
under  the  policy. 

In  recognition  of  the  need  for  a  restate¬ 
ment  of  the  Ckmgressional  Intent  underlying 
the  addition  of  the  mudslide  coverage  to  the 
policy,  the  United  States  Senate  in  its  Re¬ 
port  on  the  Flood  Disaster  Protection  Act  of 
1973  affirmed  that  FIA  had  correctly  con¬ 
strued  the  term  “mudslide”  in  the  1969 
amendment  to  mean  “mudflow;  namely,  a 
condition  where  there  is  actually  a  river,  or 
flow,  of  liquid  mud’  down  a  hillside,  usually 
as  a  result  of  a  dual  condition  of  loss  of  brush 
cover  and  subsequent  heavy  rains”  and  that 
“Clearly,  the  committee  Intended  this  con¬ 
dition  to  be  covered  when  It  added  the  mud¬ 
slide  amendment  to  the  Act  in  1969.”  The 
Committee  also  stressed,  st  pages  13  and  14 


of  the  Report,  that  FIA  would  be  expected  to 
pay  for  mudflow  losses  that  occur  unex¬ 
pectedly  while  a  landslide  is  In  progress,  so 
long  as  the  mudflow  and  not  the  landslide  is 
the  proximate  cause  of  the  damage.  See  Sen¬ 
ate  Report  No.  93-583,  93rd  Congress,  1st 
Session  (November  29,  1973). 

(2)  Loss  in  progress.  Basically,  under  the 
Standard  Flood  Insurance  Policy,  buildings 
and  contents  are  Insured  against  all  direct 
loss  by  flood.  If  a  loss  is  in  progress  at  the 
time  of  the  Inception  of  coverage,  the  cover¬ 
age  does  not  tipply  to  such  loss. 

The  determination  as  to  whether  a  loss 
shall  be  considered  to  have  been  in  progress 
at  the  Inception  of  the  contract  of  Insurance 
turns  on  the  test  of  when  the  damage  oc¬ 
curred: 

If  Che  building  bad  already  sustained  dam¬ 
age  by  flood,  mudflow,  or  flood  related 
erosion  ("flow”)  at  the  time  of  the  inception 
of  the  policy,  coverage  will  not  apply  for  that 
loss. 

If  the  building  had  not  been  damaged  at 
the  inception  time,  even  though  the  flood 
may  already  have  entered  the  land  of  the 
owner  or  caused  damage  to  the  land,  cover¬ 
age  will  apply. 

If  the  building  bad  already  sustained  dam¬ 
age  at  the  policy’s  Inception  time,  then  sub¬ 
sequently,  due  to  a  new  flood  occurence, 
sustained  additional  damage,  the  additional 
damage  occasioned  by  the  new  event  is  a 
covered  loss. 

Damage  to  the  insured's  land,  or  damage  to 
his  nHghbor’s  land  or  buildings,  is  immate¬ 
rial.  The  test  is  concerned  with  the  time  of 
damage  to  the  Insured’s  building  or  contents 
in  relation  to  the  inception  time  of  the 
policy. 

(3)  Flood  related  erosion.  Under  the 
Standard  Flood  Insurance  Policy,  property 
damage  resulting  from  wave  action  along  a 
lake  or  other  body  of  water  would  be  con¬ 
sidered  a  direct  loss  by  flood  if  the  proximate 
cause  of  the  damage  were  a  general  and 
tMnpwary  condition  of  partial  or  complete 
inundation  of  nixmally  dry  land  areas  from 
the  overflow  of  inland  w  tidal  waters  or 
the  unusual  nqild  accumulation  or  runoff  of 
surface  waters  from  any  source. 

When  a  sudden  surge  or  force  of  nature, 
such  as  a  severe  storm,  deluge,  or  hurricane, 
accelerates  the  normal  wave  action  or  other- 
arise  causes  an  abnormally  rapid  and  severe 
Inundation  and/or  sudden  washing  away  of 
normally  dry  land  areas  by  water,  any  struc¬ 
tural  property  damage  proximately  caused 
thereby  would  be  covered  under  the  flood 
Insurance  policy.  However,  where  normal, 
continuous  wave  action,  accompanied  by 
Mxlinary  erosion  or  the  gradual  and  antici¬ 
pated  wearing  away  of  the  land,  is  the  proxi¬ 
mate  cause  of  structural  property  damage, 
there  is  no  coverage. 

The  Congress,  in  recognition  of  these  prin¬ 
ciples,  codified  the  definition  of  covered  flood 
related  erosion,  in  {  108  of  the  Flood  Disaster 
Protection  Act  of  1973,  which  has  been  in¬ 
cluded  in  the  Standard  Flood  Insurance 
Policy  as  follows:  “Definition  of  *Flood’ — ^B. 
The  collapse  ot  subsidence  of  land  along  the 
shore  of  a  lake  or  other  body  of  water  ex¬ 
ceeding  the  cyclical  levels  which  result  in 
flooding  as  defined  In  A-1  above.” 

Thus,  the  concept  of  flood  now  includes  a 
type  of  erosion;  an  erosion  caused  by  high 
levels  of  water  in  a  lake  or  other  body  of  wa¬ 
ter.  The  fact  situation  for  coverage  to  apply 
does  not  require  svirface  flooding,  nor  severe 
storm  conditions.  The  touchstone  for  cover¬ 
age  is  a  finding  of  waves  or  currents  of  water 
exceeding  anticipated  cyclical  levels.  This 
latter  p(hrase  admittedly  presents  certain 
technical  difficulties  in  its  ai^lication;  how¬ 
ever,  we  believe  that  the  compilation  and 
interpretation  of  the  necessary  data  are  not 
beyond  the  ken  of  particular  exjierts  In  the 
field.  ’Ihe  information  can  then  be  matched 
to  the  specific  claim  file,  and  if  relevant,  a 


showing  of  erosion  or  xmdermlnlng  causing 
collapse  or  subsidence  with  resulting  proper¬ 
ty  damage,  would  satablish  a  prime  facie 
casSk 

(4)  Setoer  and  drain  hack-up  coverage 
Fliet,  it  ts  clear  hat  the  program  does  not 
cover  drain  back-up  that  is  unrelated  to  a 
general  condition  of  flooding  as  defined  in 
the  policy.  ’The  two  kinds  of  flooding  (other 
than  mudslide  and  erosion)  defined  in  the 
policy,  of  course,  are  tidal,  lake,  or  stream 
overflow  and  surface  flooding. 

Drain  back-up  related  to  surface  flooding 
requires  an  actual  condition  of  surface  flood¬ 
ing  in  the  community  or  area  where  the 
drain  back-up  occurs.  Example.  Thus,  If  a 
sudden  heavy  rain  fills  gutters  and  overloads 
sewer  systems  within  a  conununity,  causing 
considerable  damage  from  residential  drain - 
back-up,  but  there  is  no  evidence  of  damage 
from  general  surface  flooding  within  the 
community  (such  as  that  caused  by  water 
entering  through  basement  windows)  then 
no  coverage  is  provided  under  the  policy. 

On  the  other  hand,  if  there  has  obviously 
been  a  flash  flood  and  substantial  damage 
from  surface  runoff  is  evident,  then  related 
sewer  back-up  losses  are  also  covered,  and 
there  is  no  need  for  the  adjuster  to  separate 
out  damage  caused  by  drain  back-up  from 
that  caused,  for  example,  by  water  entering 
through  the  basement  windows,  as  long  as 
he  is  satisfied  that  the  damage  ha.s  not  re¬ 
sulted  primarily  from  causes  on  the  Insured’s 
own  property. 

Drain  back-up  directly  related  to  rising 
waters  or  the  overflow  of  natural  bodies  of 
water  is  similarly  covered.  All  that  must  be 
shown  is  that  the  drain  back-up  loss  was 
proximately  caused  by  rising  waters  in  an 
identifiable  body  of  water  that  is  at  or  above 
flood  stage.  “Flood  stage”  Is  generally  defined 
as  the  stage  or  elevation  at  which  the  over¬ 
flow  of  the  natural  banks  of  a  stream  or  body 
of  water  begins,  in  the  reach  or  area  in  which 
the  elevation  is  measured  (Emphasis 
suji^lled.) 

Example.  Thus,  If  the  Mississippi  River  is 
at  flood  stage  and  is  prevented  from  over¬ 
flowing  Its  banks  at  a  particular  location  by 
a  levee,  but  the  waters  back  up  into  a  nearby 
tributary,  flooding  adjacent  properties  either 
through  the  overflow  of  the  tributary  or  the 
back-up  of  water  into  the  sewers  emptying 
into  the  tributary,  then  ail  of  the  resulting 
damage  would  be  covered  imder  the  policy, 
since  no  damage  would  (have  occiured  but  for 
the  fact  that  the  Mississippi  River  was  at 
flood  stage. 

’TO  recapitulate,  it  is  proper  under  the  pol¬ 
icy  to  pay  drain  back-up  losses  which,  like 
erosion  losses  or  mudslide  losses  (both  of 
which  have  now  been  added  by  statute) ,  are 
directly  and  proximately  caused  by  a  covered 
f(Hm  of  flooding.  It  makes  no  sense  to  deny 
coverage  for  the  relatively  minor  damage  to 
properties  caused  by  drain  back-up  at  loca¬ 
tions  where  levees  have  been  built,  while  at 
the  same  time  paying  for  major  structural 
damage  to  properties  at  locations  where  lev¬ 
ees  have  not  been  built,  wthen  both  t3rpes  of 
losses  are  caused  by  the  same  water  level  in 
the  same  stream. 

(6)  Seepage  and  high  water  table  coverage. 
The  program  does  not  oover  losses  which  are 
causally  related  solely  to  high  water  tables  or 
seepage.  The  Standard  Flood  Insurance 
Policy  only  covers  losses  arising  out  of  a  gen¬ 
eral  condition  of  flooding.  The  two  kinds  of 
flooding  (other  than  mudslides  and  erosion ) 
defined  in  the  Standard  Flood  Insurance 
Policy  are  surface  flooding,  tidal,  lake  or 
stream  overflow.  For  damage  related  to  seep¬ 
age  or  a  (high  water  table  to  be  covered,  in  the 
case  of  surface  flooding,  the  event  must  be 
proximately  caused  by  and  be  a  part  of  a 
natural  condition  of  surface  flooding  In  the 
community  or  area  where  the  seepage  damage 
or  high  water  table  occurs.  Example  A.  ’Thus, 
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If  a  sudden,  heavy  rain  Increases  the  water 
table  in  a  given  area  and  causes  seepage  of 
water,  resulting  in  considerable  damage,  but 
there  is  no  evidence  of  damage  from  a  general 
surface  flooding  within  the  community  (such 
as  that  caused  by  water  entering  through 
basement  windows) ,  then  no  coverage  is  pro- 
vided  under  the  policy.  On  the  other  hand, 
if  there  has  obviotisly  been  a  flash  flood  and 
substantial  damage  from  surface  water  run¬ 
off  is  evident  in  the  community  or  area,  then, 
related  high  water  table  and  seepage  losses, 
so  long  as  they  are  part  of  the  same  flooding 
event  are  also  covered.  In  addition,  there  is 
no  need,  in  such  cases,  for  the  adjuster  to 
separate  out  damage  caused  by  seepage  from 
that  caused,  for  example,  by  water  entering 
the  basement  window  as  long  as  he  is  satis¬ 
fied  that  the  damage  has  not  resulted  pri¬ 
marily  from  causes  on  the  Insured's  own 
property  and  that  there  was  a  general  con¬ 
dition  of  flooding  in  the  community  or  area 
which  was  the  proximate  cause  of  the  loss. 

Seepage  and  high  water  table  damage  di¬ 
rectly  related  to  rising  waters  or  the  overflow 
of  natural  bodies  of  water  is  similarly  cov¬ 
ered.  All  that  must  be  shown  is  that  the  loss 
was  proximately  caused  by  rising  waters  in 
an  identifiable  body  of  water  that  is  at 
above  flood  stage.  “Flood  stage’*  is  generally 
defined  as  the  stage  or  elevation  at  which  the 
overflow  of  the  natural  banks  of  a  stream  or 
body  of  water  begins,  in  the  reach  or  area  in 
which  the  elevation  is  measured.  (Emphasis 
supplied.) 

Example  B.  Thus,  while  an  identifiable 
body  of  water  is  at  or  above  fiood  stage  and  is 


prevented  from  overflowing  its  banks  at  a 
particular  location  by  a  levee,  but  the  waters 
(either  through  back-up  of  a  nearby  tribu¬ 
tary.  or  the  creation  of  an  unusually  high 
water  tfd>le)  flood  adjacent  properties 
through  seepage  ot  water  Into  buUdlags  In 
the  area,  then  all  of  the  resulting  .damage 
would  be  covered  under  the  policy  since  no 
damage  would  have  occurred  but  for  the  fact 
that  the  Mississippi  River,  for  example,  was 
at  flood  stage. 

To  recapitulate,  it  is  proper  under  the 
policy  to  pay  sewage  and  high  water  table 
losses  which,  like  erosion  losses  or  mudslide 
loses  (both  of  which  have  now  been  added  by 
statute) .  are  directly  and  proximately  caused 
by  a  covered  form  of  flooding. 

(6)  Coverage  for  expenses  incurred  in  re¬ 
moving  insured  contents  away  from  the  peril 
of  flood.  Insureds  who  take  the  precaution  of 
removing  insured  contents  or  personalty 
away  from  the  peril  of  flood  are  to  be  com¬ 
pensated  for  the  reasonable  expenses  of  re¬ 
moving  the  contents  ot  an  insured  structure 
from  the  path  of  a  flood  which  is  of  sxich  , 
Imminence  as  to  lead  a  person  of  conunon 
prudence  to  apprehend  damage  to  such  con¬ 
tents  Inasmuch  as  such  loss  or  expense  con¬ 
stitutes  loss  proximately  resulting  from  fiood 
under  the  Standard  Flood  Insurance  Policy. 

Stanoaxo  Flood  Insuxancx  Polict 
Amendatoxt  Endorsement 

This  amendatory  endorsement  becomes  a 
part  of  all  outstanding  policies  as  of  Febru¬ 
ary  33,  1977,  and  all  new  policies  ls.<iued. 
thereafter. 


It  is  hereby  agreed  and  understood  that  the 
Standard  Flood  Insurance  Policy  to  which 
this  endorsement  Is  to  be  attached  is 
amended  as  follows: 

I.  Insuring  agreement.  The  reference  to  30 
days  in  the  opening  paragraph  beginning 
“In  consideration  of  the  payment  of  pre¬ 
mium"  is  replaced  by  45  days. 

n.  Perils  excluded.  The  following  replaces 
Paragraph  Q  in  this  section: 

Q.  Caused  directly  or  indirectly  by  neglect 
of  the  Insured  to  use  all  reasonable  means 
to  save  and  preserve  the  property  at  the  time 
of  and  after  an  occurrence  of  the  peril  In¬ 
sured  against  by  this  policy;  but  subject  to 
the  terms  cxf  the  policy  including  the  limits 
of  liability,  the  Company  will  reimburse  the 
Insured  for  reasonable  expenses  necessarily 
Incurred  by  him  in  complying  with  the  re¬ 
quirements  of  this  paragraph,  including,  but 
not  limited  to,  reasonable  expenses  for  re¬ 
moval  or  temporary  storage  (not  exceeding 
45  days),  or  both,  of  insured  contents,  from 
the  described  premises  because  of  the  im¬ 
minent  danger  of  flood, 
ni.  Deductibles.  The  following  replaces 
Paragraph  B: 

B.  With  respect  to  loss  to  contents  or 
debris  removal  covered  hereunder  or  ex¬ 
penses  Incurred  in  con^>lylng  with  Paragraph 
O  of  "Perils  Excluded,"  the  Company  shall 
be  liable  for  only  the  amount  of  all  such  loss 
in  any  one  occurrence  which  is  in  excess  of 
(a)  $200  or  (b)  2  percent  of  the  amount  of 
loss  to  the  contents,  whichever  is  the  greater, 
(FR  Doc.77-16070  Filed  6-5-77:8:46  am) 
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